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World News 


Bundesbank 
urges Kohl to 
impose curbs 
on spending 

T!i€ Bundesbank is calling on 
Bonn to agree rigorous spend- 
ing curbs next year to free 
resources for restructuring 
toe east German economy and 
mwt sharply rising public bor- 
rowing. Page is 

Border treaty agreed 

Poland and Germany agreed 
on a draft treaty guaranteeing 
Poland’s post-war borders. But 
a German statement issued 
after two days of negotiations 
re Warsaw said a timetable 
had yet to be fixed. 

Triumph for Hawke 

Australian prime minister Bob 
Hawke achieved a personal 
triumph when most of his 
plans for constitutional and 
structural reform were 
approved in principle by lead- 
ers of the eight state and terri- 
tory governments. Page 4 

Israel Jails officer 

An Israel military court jailed 
a lieutenant for two months 
amd demoted him to sergeant 
for his rote in the beating of 
an Arab who later died. Pales- 
tinians barred. Paged 

©as wen explodes 

At least four workers were 
killed and a fifth is presumed 
dead after a gas well exploded 
in f la m es while it was being 
capped in marshes south of 
New Orleans on the Gulf of 
Mexico. 

Townships warning 

South African police. Teaming 
to the murder In Soweto of 
an elderly New Zealander, 
warned tourists not to enter 
black townships unaccompa- 
nied. 

Tunisia arrests 

Tunisia's Tslamin movement 
said police had detained dmann 
of Islamic militants overnight 
in the suburbs of Tunis, part 
of a round-up which began last 
Friday. 

Bhutto tries again 

Sacked Pakistan prime minis- 
ter Benazir Bhutto launched 
a last-ditch effort from Karachi 
to try to form a government 
in her borne province of Sind. ' 

Libya expels PLP 

Libyan leader Muammer 
Gadaffi has expelled the Pales- 
tinian Liberation Front, led 
by Abu Abbas, which threat- 
ened to attack US interests 
because of the GuK crisis. The 
PLF said it was “shocked'*. 

Militias to quit 

Seven waning Lebanese mili- 
tias, bowing to Syrian military 
pressure, have now agreed to 
withdraw from battle-scarred 
Beirut after 15 years of civil 
war. 

Banker dismissed 

Nicaraguan President Vialeta 

Chamorro has sacked Central 
Bank president Francisco May* 
orga, architect of the govern- 
ment’s free market economic 
plan. 

Istanbul bombs 

A series of bomb blasts rocked 
Istanbul, injuring two people 
and causing damage. The out- 
lawed leftwing group Dev-Sol 
claimed responsibility. 

US Office for Hanoi 

The US is to set up an office 
in. Vietnam to deal with the 
question of missing American 
servicemen. Hanoi said. It will 
be Its first permanent presence 
in a state it still regards as an 
enemy. 

Nuclear protest 

Local leaders in the Soviet for 
north protested to President 
Bfikhail Gorbachev against 
a nuclear test last week on the 
Arctic archipelago of Novaya 
Zemlya. 

German spy charge 

An unidentified 65-year-old 
Cologne book salesman has 
been charged in Karlsruhe 
with spying for the former 
co mmunist government of Last 
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Franceciits " Confidence vote in the Dail sets bar flies buzzing 


quarter point 
from interest 
rates 

The Bank of France has 
lowered its main money mar- 
ket rates by a quarter of a per- 
centage point, catching mar- 
kets by surprise. Its main 
intervention rate dropped to 
9-25 per cent, while its repur- 
chase rate fell to 10.0 per cent 
Page 16 

MARKETS: Platinum was fixed 
at the highest level for three 
weeks on London bullion mar- 


Platinum 



400 


Aug 1990 


Oct 


ket at $440.50 a troy ounce. 
Wall Street; At mid-session, 
Dow Jones Industrial Average 
was 2.48 lower at 2,44554. 
Tokyo; On continuing low vol- 
ume of 425m shares, Nikkei 
closed at 25,194.10, down a net 
48.30. Frankfurt: The DAX 
closed 2.68 higher at 1,433-82. 
Commodities, Page 28c Mar- 
kets, Back Page, Section H 

GENERAL Motors announced 
larger- than-expected $2.lbn 
third quarter writeoff for 

res t n i ri .ii rin g msts, fnrliiiHn g 
closing off four plaids. GM had 
operating earnings of $109m 
in third quarter, but special 
after-tax charge led to net loss 
of $2bn. Page 17 

ELECTRICITY: Consortium 
of west German and European 
electricity companies is to be 
formed before yearend to 
begin DMSStm (fl&Stm) to 
DMSObn task of modernising 
east Germany’s power supply 
network. Page 3 

MARINE Midland Bank, New 
York-based subsidiary of Hong- 
kong and Shanghai Banking 
Corporation, reported huge 
increase in third quarter net 
losses to SLLLSm. Page 17 

EASIMAN Kodak Ruling that 
Eastman Kodak must pay 
Polaroid *90a5m for patent 
infringement left photographic, 
drugs, chemicals and informa- 
tion group with third quarter 
loss of 8206m. Page 19 

MARR S a nd Spencer, UK 
retailing group, continued to 
defy high street trading condi- 
tions with a 10 per cent 
increase in interim pre-tax 
profits. Page 17; Lex, Page 16 

PLASTIC cards have 1 
introduced in Czechosl 
with Zivnostenska Bank* of 
Prague issuing its first Visa 
cards to Czech and Slovak citi- 
zens. Page 22 

HONG Kong has begun to 
rationalise satellite and cable 
television broadcasting by 
announcing licence arrange- 
ments in favour of Hutchison 
Whampoa group. Page 4 

US COPYRIGHT industries 
have warned Thai government 
they will file a trade complaint 
unless authorities act against 
pirating of books, records, 
tapes, videos and computer 
software. Page 6 

BARCLAYS, UK's largest clear- 
ing bank, has unveiled a new 
corporate structure. Page 17; 
Lex, Page 16 

KENYA’S gross domestic prod- 
uct growth for 1990 is expected 
to be between Oil and 1 per- 
centage point less than the 
forecast 5 per cent as a result 
of higher oil prices. Page 4 

DAISHOWA Paper, Japanese 
paper and pulp maker whose 
chairman paid $16D.6tn for a 
R pnnir and a Van Gogh, said 
high interest rates were to 
Marnp for a Y7 Jbn ($56.9m) 
pre-tax loss. Page 20 


By Kleran Cooks in Dublin 

THERE IS the last furlong at the 
Derby. The final bend on the Cresta 
run, the last set at Wimbledon. But 
for sheer electric excitement, there 
are few places to beat the Mil bar 
during a government crisis. 

Through yesterday it became dear 
that either Mr Brian Lenihan, the for- 
mer deputy prime minister, had to 
resign or Irish Prime Minister Mr 
Charles Haughey’s government 
would fall and Ireland would be 
beading for its sixth general election 
In ten yean. 

Mr Lenihan refused Mr Haughey’s 
request to resign, and in the end, the 


Mr Charles Haughey. the Irish 
Prime Minister, in order to save bis 
government and prevent another 
general election, last night sacked 
Mr Brian Lenihan, the Deputy 
Prime Minister, Minister of Defence 
and candidate for Mr Haughey’s 
Fianna Fail Party in a presidential 


election. 

The second of two Fianna Fall 
parliamentary sessions held earlier 
today authorised Mr Haughey to 
take whatever action he frit necces- 
sary to end the threat to his gov- 
ernment. 

It halted the distinguished 


career of - up to last week, at any 
rate - one of Ireland’s most popu- 
lar politicians. 

After the meeting, Mr Haughey 
formally requested Mr Lenihan’s 
resignation and, when it was 
refused, he told his colleague he 
was sacked. 


Irish prime minister decided to sack 
his longtime friend and Fianna Fail 
loyalist Minutes before Mr Haugh- 
ey’s announcement that he was sack- 
ing Mr Lenihan, the former deputy 
prime minister entered the crowded 


Dail bar. 

There were cheers from Fianna Fail 
loyalists. There were tears from 
many who had spent much of the day 
in emotional Mr Leni- 

han's family was there. Mr Lenihan 


said that he would be continuing in 
the race for the presidency. I do this 
with great sadness and sorrow” said 

Mr Haughey. “Mr f^nihan, <m|4 Mr 
Haughey was “a loyal colleague with 
whom I have served for a quarter of a 


century.” 

While BIr Lenihan’s sacking has 

averted a general ele c ti o n , it raises 
q uestion s ahoot the political future of 
Mr Haughey. 

He narrowly won the crucial vote 
of confidence by 83 to 80 just 15 min- 
utes after the sacking. 

Before the dramatic developments, 
bar was awash with speculation 

and rumour. A «««*«*«• entered with 
a conspiratorial air. A journalist, 
hungry for information but decidedly 
not thirsty, was pulled into a comer. 
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Bush puts pressure 
on Saddam with 
warning on hostages 

By Lionel Baiter in Washington, Max Rodenbeck in Cairo and Lamia Andonl In Baghdad 


THE Bush administration 
yesterday sharply escalated 
pressure on Iraq, signalling a 
renewed effort to convince 
President saHdam Hussein that 
failure to withdraw from 
Kuwait could lead to war. 

US President George Bush 
described Iraqi treatment of 
American hostages as brutal 
and accused Baghdad of starv- 
ing the American embassy in 
Kuwait 

Tve had it with that kind of 
treatment of Americans,” he 
said. 

Senior US officials said the 
aHminiatniHnn intended to Step 

up pressure against Mr Sad- 
dam in coming weeks. 

Tactics would include 
explicit threats of force, the 
possible deployment of term of 
thousands of more US troops 


in Saudi Arabia and further 
sanctions at the United 
Nations, where the US will 
ffiwrir the Security Council for 
the next month. 

Mr James Baker, US secre- 
tary of state, leaves on Satur- 
day for a sevenday tour of the 
Middle East and Europe which 
will form part of the coordi- 
nated move towards a more 
offensive military and diplo- 
matic posture. 

“We want Saddam to know 
that we are not going to let 
him off the hook." said an 
administration official 

Mr Douglas Hurd, Britain’s 
foreign secretary, yesterday 
echoed the tougher sentiment, 
warning Mr Saddam that war 
could not be discounted. 

He said the pressures of dip- 
lomatic Isolation and sanctions 
might not prove enough to 
force Iraq to withdraw from 


Kuwait. “The third pressure, 
the certainty that the interna- 
tional coalition is prepared to 
use force, is the most potent,” 
Mr Hurd told the Royal Insti- 
tute of International Affairs in 
London last night 

The toughening stance on 
Iraq came as President Hosni 
Mubarak of Egypt rejected as 
unworkable a Soviet proposal 
for an Arab initiative to solve 
the Gulf crisis. 

Mr Mubarak, speaking to 
journalists in Cairo, dismissed 
suggestions made on Monday 
by Soviet President Mikhail 
Gorbachev that an “inter- 
Arab” meeting could provide 
the basis for a peaceful resolu- 
tion to tile crisis. 

“If we are to call for an Arab 
summit in the absence of a 
vision, such a summit will be 
one of insults,” Mr Mubarak 
said. “We reject summits of 
insults.” 

Mr Roland Dumas, the 
French foreign minis ter, was 

annilari y pnanTn igHt* ahnut Any 

Arab initiative. 

He told the national assem- 
bly that it could only work if 
there were a consensus among 
Arab states, which presently 
did not exist. 

Washington’s newly aggres- 
sive tone is partly aimed at Mr 
Saddam, but also at the Ameri- 
can public. Officials remain 
concerned about the need to 
prepare public opinion for a 
possible conflet 

Bagdhad has responded to 
the toughened hardened US 
tone by placing its forces on 
high alert. 

Mr La til Jassizn, the informa- 
tion minister, said yesterday 
that “war can break out at any 


time. . . we have been receiving 
signals from the US that it was 
preparing for war”. 

However, Mr Yevgeny Pri- 
makov, the special Soviet 
envoy who has twice held talks 
with Mr Saddam in Bagdhad, 
said yesterday that the Iraqi 
leader was growing mine open 
to a political to the 

crisis. 

“ft seems to me that now he 
(Saddam) is more disposed to 
political solution,” Mr Prima- 
kov told Soviet television after 
returning from the second of 
two visits to Iraq in less than a 
month. 

“I think there are some 
shifts on thin issue,” he said, 
adding that he had detected a 
diffe rence in Mr Saddam’s posi- 
tion during his latest meeting 
on October 28 from his first set 
of talks an October 5. 

Mr Bush, speaking in Vir- 
ginia, conceded that sanctions 
had not been as effective as 
hoped because Iraqi forces still 
occupied Kuwait. 

But he said the harsh anti - 
Baghdad rhetoric should not be 
read as a sign that force was 
the snly way to resolve the cri- 
sis. 

Mr Mohamed Sadiq al- 
Masbat, Iraq’s ambassador in 
Washington, called a news con- 
ference to declare that Iraq 
wanted to avoid bloodshed and 
establish good relations with 
the US. 

He produced a copy of a 
mpmn which he said confirmed 
that the US, through the CIA, 
sought to undermine Iraq 
before the invasion of Kuwait 
Baker prepare s to put pressure 

(HI Saddam, Pap* 4 


Reuters postpones new dealing 
system, announces 300 layoffs 


By Andrew Bolger in London 

REUTERS Holdings, the 
fiwgnrfai information and news 
agency, yesterday announced 
300 redundancies, two-thirds of 
them in the UK. and the post- 
ponement of phase two of its 
automated trading system for 
foreign exchange. Dealing 2000. 

About 200 jobs will be lost in 
Reuters’ London headquarters, 
50 wiR go in the US, a few in 
Asia and the rest in Europe, 
the Middle East and Africa. 

Most of the jobs will be cut 
from central corporate depart- 
ments, covering administra- 
tion, finance and marketing, 
with one in three being at exec- 
utive level. As many as eight 
journalists will lose their jobs, 
all of them in London. 

Reuters shares closed 44p 
lower &t 563p - less than half 
their peak level of 1.314p, 
reached on July 16. 

Mr Glen Renfrew, managing 
director, said new orders for 
Reuters’ services had remained 
substantial "though below last 
year's levels, with no signifi- 
cant change in the past three 
months". 

Renters was postponing the 



Reuters managing director, 

fllwi Renfrew; orders down 

launch of its automated trad- 
ing system for foreign 
exchange for at least six 
months, pending the introduc- 
tion of additional operational 
safeguards requested by client 


hanks. It is not now expected 
to produce revenue until the 
second half of next year. 

Phase two of Dealing 2000 
allows bids and offers for cur- 
rency to be matched automati- 
cally by central computers. 
The safeguards bring asked for 
by the banks were planned 
originally for implementation 
dr months after the lnniv-h of 
the phase two product. 

They include protection 
against broken trades by 
means of automated duplicate 
messages to users. These 
advise, first, that a match is in 
progress and then, within a 
few seconds, that the deal is 
confirmed. 

This Is virtually identical, 
rays the company, to confirma- 
tion procedures in use with 
phase one of Dealing 2000, 
which operates on the basis of 
negotiated deals, rather than 
automated trading. 

Mr Renfrew said the delay 
on Dealing 2000, phase two. 
would not affect Globes, the 
automated trading project for 
futures markets bring devel- 
oped. 
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A nation determined to Improve 
its image and play a new role 

President Carlos 
Menem ’s decision in 
September to send 
two warships to the 
Gulf was symbolic of 
Argentina's determina- 
tion to seek a new 
role in international 
politics. 
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mtotu protesters damage the roof of the indent Bahri mosque at Ayudhya which they claim 
built on a sacred Hindu site 

Hind 11 -Moslem clashes 
more than 30 in 


By KJC. Sharma in New Delhi 

MOKE THAN 30 people were 
killed yesterday in clashes 
between Hindus and Moslems 
throughout India as violence 
continued after the storming of 
a mosque by militant Hindus 
in Ayodbya, northern India, on 
Tuesday. 

Curfews were imposed in a 
large number of towns which 
were heavily patrolled by para- 
military and police forces. The 
army was also placed on alert 
in some areas. 

The storming of the mosque 
in Uttar Pradesh raised fears of 
widespread Hlndu-Moalem riot- 
ing and concerns about the 
government's commitment to 
protecting India’s 110m Mos- 
lem minority. 


•k a 
me, 

flaw 

ship 

ear- 

lere 

L 

the 

also 

ihw- 

ariy 


hi Uttar Pradesh, 11 deaths 
were reported despite a curfew 
in more than 15 towns in the 
state. Shoot-on-sighl orders 
were passed in Indore town in 
Madhya Pradesh in central 
India, and in the state of 
Gujarat in the west and Karna- 
taka and Andhra in the south. 

Troops were called out in 
Ahznedabad, capital of Gujarat, 
where communal violence has 
led to more than 34 deaths in 
the past two days. 

Vishwa Hindu Parishad 
(VHP), the militant organisa- 
tion spearheading the move- 
ment for building a temple to 
the god Ram at Ayodhya, 
expressed its determination to 
proceed with Its plans. 


The communal situation is 
bound to cloud Indfon politics 
further. Mr VI *. Singh, India’s 
prime minister, is unto pres- 
sure from dissidents in his Jan- 
ata Dal party to resign before 
he faces a confidence vote in 
parliament on November 7. 

Mr Singh has written to the 
Janata Dal president, Mr SAL 
Bommai, offering to resign if 
this was required by the party. 
The offer has not yet been 
accepted and it is expected it 
will be considered when the 
presidium of the ruling 
National Front, of which the 
Janata Dal is the mai n constit- 
uent, meets tomorrow. 

Violence Is a milestone in 
India’s history, page 16 
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Romanian efforts I Bulgaria fears drastic winter shortages I G-24 pledges further 


on private sector 
prove disappointing 


By Judy Dempsey 


By Arlane Geniftard in Bucharest 


ATTEMPTS by the Romanian 
government to stimulate the 
fledgling private business sec- 
tor are proving disappointing, 
according to the newly-estab- 
lished Agency for Privatisa- 
tion. 

Despite a decision by the 
Romanian parliament allowing 
private businesses to employ 
more than 20, more than half 
of the 70,000 small enterprises 
which have registered since 
April employ fewer than ten. 
One in five is a family busi- 
ness. 

The agency concludes that 
most enterprises consist of 
small-scale retail operations 
which require little initial capi- 
tal investment and offer quick 
financial returns. 

These businesses include 
snack bars, boutiques selling 
knitwear, and and house- 
hold services. 

The poor public response to 
the privatisation law is worry- 
ing the government which 
believes the private sector is 
the only realistic alternative to 
the stultified and hi g hl y cen- 
tralised state economic struc- 
ture. 

Although the government 
has tried to make capital avail- 
able for new business, so Car 


little money has been 
requested. 

According to the Romanian 
Commercial Bank and the 
Romanian Bank for Invest- 
ment, which together supply 
all credits other than agricul- 
tural ones, loans granted since 
April total just 600m lei ($29m) 
for the whole country. Invest- 
ment in production lines repre- 
sents only 20 per cent of the 
loans granted. 

Companies face the difficulty 
of providing between 50 and 
120 per cent collateral on gov- 
ernment loans. 

While the current rate of 
interest is an attractive 4 per 
cent, no one expects it to last 
because of mounting inflation- 
ary pressures. 

• The Romanian authorities 
expect criticism from the pub- 
lic when many prices more 
than double from today, writes 
Judy Dempsey. 

The increases are part of the 
government’s reform package 
aimed at lifting subsidies, 
bringing consumer prices Into 
line with producer costs and 
overcoming shortages. 

Basic foods such as meat will 
not be affected, and the coun- 
try’s pensioners and the less 
well-off will be compensated. 


BULGARIANS are facing one 
of the most serious winters 
since the Second World War, as 
industrial output falls, short- 
ages increase and power cuts 
become a dally occurence. 

People are queueing at petrol 
stations for 24 hours, food from 
the countryside is not reaching 
the shops and lifts in high rise 
blocks of flats are subject to 
electricity cuts several times a 
day. 

"We had six power cuts on 
Tuesday,” said a journalist in 
Sofia. “The economic crisis is 
getting worse and worse,” one 
economist said, adding that the 
country is in desperate need of 
medical supplies, food and oiL 

The sharp deterioration 
stems from several factors 
including Soviet cutbacks in 
energy supplies, the Gulf crisis 
and the rapid expansion of the 
black market. 

To compound matters, the 
reluctance of the opposition 
Union of Democratic Forces to 
back a reform programme 
drawn up by Mr Andrei Luka- 
nov, t h e prime minister, hpq 
led to a paralysis in taking 
decisions to cope with the 
shortages. 

Bulgaria was due this year 
to receive 12.6m tons of oil 
from the Soviet Union, but 
deliveries since August show a 
shortfall of about 15 per cent 
Iraq was due to deliver 2m tons 
in lieu of debts of $lJ2bn owed 
to Bulgaria but the United 
Nations embargo ruled that 
out The shortfall means enter- 
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Lukanov: has already threatened to resign over reform issue 


prises are deprived of raw 
materials, spare parts and 
energy. 

Any chance of buying spare 
parts from the west is remote 
following Bulgaria's decision to 
impose a moratorium on its 
debt repayments which total 
$10.6bn (£5.3bn). 

As a result, economists say 
that half the workforce in the 
industrial sector may be idle 
while the other half spends 
much of the day queueing for 


food and petroL The Central 
Statistics Department reported 
that the chronic shortage of 
raw materials had led to fac- 
tory closures in the petrochem- 
ical, food processing and 
machine building sectors. 
Since the beginning of the 
year, more than 24,000 people 
bad been made redundant 
The Statistics Department 
also reported that winter 
clothes, Including children's 
clothes, knitwear, stockings, 


socks, shoes, batteries and 
even matches are no longer 
available in the shops. 

What goods are available are 
subject to growing inflation. 
Drawing from a basket of 1. TOO 
products, the Statistics Depart- 
ment showed that between 
May and September, prices 
rose by an average of 25 per 
cent. 

Against this background, Mr 
Lukanov. who has already 
threatened to resign, will this 
week again attempt to per- 
suade parliament to accept a 
privatisation programme 
partly designed to attract for- 
eign investors and austerity 
package aimed at overcoming 
the shortages. 

Mr Lukanov, who has little 
support from the ruling Bul- 
garian Socialist dormer com- 
munist) Party, wants to raise 
prices by between 30 and 40 per 
cent, despite opposition from 
the UDF who want a freeze on 
all prices. 

“Our economy is ailing, and 
we must go on a diet, consump- 
tion must be restricted,” he 
told journalists, adding that 
the country had no resources 
or reserves to see it through 
the coming months. 

The chances that a package 
of reforms will be accepted by 
parliament are bleak. “People 
fear redundancies and the 
social costs of the reforms,” 
commented a western econo- 
mist based In Sofia. 

East Europe energy crisis, 
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To get at the crude. 


OMV came to the sophisticated. 


OMV is Austria's largest oil company with a track 


Our brief was to advise on the tax and financial 


tax-based evaluation model, which was able to identify the 


record of successes across Europe. But its most recent problems involved. Arthur Andersen's experience, resources true potential of the two deals and tax benefits which will 


achievement took place in the UK. OMV wanted to control and quick reactions helped OMV puli off a major coup. continue well beyond the year 2000. 


a greater proportion of iu own refining Feedstock. 


OMV has become a significant and serious player in 


OMV has retained Arthur Andersen to help fuel 


This required a venture into the treacherous waters the North Sea with two substantial acquisitions: a 14% stake further ambitions worldwide. 


of the UK North Sea- A place where it’s as difficult to strike in the Dunlin field and a 5% interest in the Beni field. 
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a deal as it is to strike oil. OMV called in Arthur Andersen. 


OMV also called on Arthur Andersen's unique 
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By David Buchan in Brussels 


WESTERN industrialised 
countries have raised their 
total pledges of help for east- 
ern Europe to $19bn, but have 
again excluded Romania from 
their largesse on the grounds 
that it is not sufficiently demo- 
cratic. 

After meeting here on Tues- 
day, the Group of 24 western 
aid donors decided to give 
energy saving a higher priority 
in assistance to eastern 
Europe. 

The region is estimated by 
the European Commission, 
which chairs the G-24, to face 
an extra $7bn financing gap 
next year, largely because of 
Moscow’s decision to demand 
payment for its oil in bard cur- 
rency at high world prices. 

The Idea, floated by the Com- 
mission before the Gulf crisis, 
that the G-24 should set up a 
special financial facility for 
east Europe, is also gaining 
ground. 


It got nods of approval, first 
from last weekend's EC sum- 
mit and on Tuesday from 
ambassadors of the G-24 coun- 
tries who asked the EC execu- 
tive to come up with a more 
precise plan. 

The G-24 has so far pledged 
$15bn For Poland and Hungary, 
of which $3bn is to be straight 
grants for the priority areas of 
agriculture, training, environ- 
ment, investment promotion, 
and now energy efficiency, and 
the rest in the form of export 
credits, investment guarantees 
and stabilisation funds. 

For Czechoslovakia, Bulgaria 
and Yugoslavia, the G-24 has 
pledged $3.8bn until the end of 
1992, and the World Bank, 
which takes part in G-24 meet 
fogs, has said it plans to lend a 
farther |2.5bn next year. 

Brussels is also preparing a 
plan for an EC reinsurance 
pool specifically for eastern 
Europe. 


Ex-dissident elected 


mayor of Budapest 


MR Gabor Demszky, a former 
prominent dissident and lead- 
ing member of the parliamen- 
tary opposition, was appointed 
mayor of Budapest yesterday, 
the state MTI news agency 
reported, AP reports from. 
Budapest. 

His appointment had been 
expected after municipal elec- 
tions in which the centre-right 
coalition parties governing 
nationally fared poorly. Oppo- 
sition liberal parties made 
gains, particularly in urban 
centres. 

Mr Demszky, a popular fig- 
ure, is a leading official in the 
largest opposition party, the 
League of Free Democrats. 
Under the former co mmunis t 
leadership he was a leading 
dissident, often detained for 
his anti-communist activities. 

Mr Demszky was elected 
mayor by the new Municipal 
Assembly. Under Hungary's 
complex electoral procedures, 
the assembly is elected in 
direct balloting and it. in turn, 
elects the mayor. 

The 38-year-old lawyer was 
the only candidate, MTI said. 

The position is one of the 


most important in the country. 
About one-fiftb of Hungary's 
10.5m people live in the capital 
and the job of mayor was 
expected to be complicated by 
a sense of restiveness in Buda- 
pest following an unprece- 
dented show of defiance 
against the newly elected 
national government 

In addition, Mr Demszky will 
have to cope with the acute 
housing shortage. The waiting 
list for a flat is as high as ten' 
years. In the me antim e, young 
married couples continue to 
live with their parents. 

In response to the 70 per cent 
petrol price rises, the govern- 
ment was forced to reduce the 
increases after taxi and truck 
drivers brought traffic to a 
standstill in the capital and 
elsewhere with a three-day 
blockade. 

President Arpad Goencz, a 
founding member of the Free 
Democrats who gave up his 
political affiliation upon his 
appointment as head of state, 
said that the country’s affairs 
would have to be handled dif- 
ferently alter last week’s 
unrest 


Belgian satirical 
magazine fails to 
stir a staid nation 


By Lucy Kellaway in Brussels 


TINTIN, Magritte, King 
Baudoin and Queen Fabiola: 
there are some personalities in 
Belgium that one does not 
make fun oL To criticise the 
King Is an act of treason and 
may result in a prison sen- 
tence; to criticise the others is 
in unforgiveably bad taste. 

Hence the poor response to 
the recent launch of Belgium’s 
most daring satirical magazi n e. 
Beige. The magazine is printed 
on pink paper and chose as its 
cover story for the first edition 
" La vie sexueUe de Tmtm, et 
d'autres Beiges celebres ” but 
despite these attractions does 
not seem to be selling. 

“I would never sell that, 
never," says the newsagent in 
the busy metro by the Berlay- 
mont in Brussels, his face 
hardening at the enquiry. 

Those persistent enough to 
obtain a copy of Beige may 
find it a little heavy on sex, a 
bit repetitive, but containing 
some good Belgian jokes never- 
theless. 

To Mr Jan Bucquoy, the 
paper's editor. Beige is not 
meant to be funny. The aim is 
to test the freedom of the Bel- 
gian press and to prove that 
even in conservative Belgium 
anything is possible. As if to 
prove his point, at the press 
launch he put a match to what 
he claimed was a real Magritte 
watercolour and turned the 
burning ashes into an abstract 
picture on a new canvas. 

The hostile response he has 
received both to his Da- Dais t 
display and to his magazine 
shows at least he has some- 
thing to struggle against 

One might have thought 
there was a big gap in the Bel- 
gian market for a slightly scur- 
rilous read. But the one 
so-called satirical magazine. 
Pan, has got so thin that it is 
now printed on a single sheet 
which appears every fortnight. 

Faced with such a benign 
audience, the government has 
never had to suffer much criti- 
cism and cannot take it when 
it comes. An article In the Wall 
Street Journal which dared to 
attack the telephone monopoly 
caused a national incident 
which people are still talking 
about it. 

Some of the explanation for 
the Belgian reticence is legal. 
A law dating from the middle 
of the last century makes it 
illegal to criticise the King. Mr 
Bucquoy's last magazine, a 
rather ruder version of Beige 
written in Flemish, was imme- 
diately suppressed and is now 
facing possible obscenity 
charges and further action for 
allegedly insulting the royal 
family. 
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The rest is cultural. Belgians 
are deeply Catholic. Bawdy 
jokes are quite unacceptable. 
Pornography laws are tight 
and there appears to be no 
pressure for change. Moreover, 
Belgians are tired of endlessly 
being the butt of otters’ jokes. 

The French and the Dutch 
have been teasing the poor Bel- 
gians for generations. A snooty 
Parisian cannot hear the slow 
lilting Belgian accent without 
laughing, while as far as the 
Dutch are concerned, the Flem- 
ish dialect is beyond the pale. 

As a small divided country, 
Belgium has nothing with 
which to fight back. Instead it 
reminds everyone that its choc- 
olate is the best in the world, 
that it has a good football 
team, wonderful beer and 
friies, that it fa the capital of 
Europe and has an impressive 
tradition in comic strips. To be 
laughed at for those very quali- 
ties, and by Mr Bucquoy, a 
middle-aged Belgian with a 
beer belly, is not to be toler- 
ated. 
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Treuhand chief gives bleak 
view of sell-off in the east 


°y David Marsh m Bonn 

Detlev Rohwcdder. the 
of Germany's 
sate Treohand agency supervi- 
sing 8,000 troubled east Ger- 
man companies, yesterday said 

S5L p ? v f t ? sat ^ ,n was being 
s^ously delved through legal 
enn administrative hurdles. 

Mr Rohwedder, delivering a 
Weak assessment of the out- 
°° B k J or speedy economic 

rniprovemau east of the Elbe, 

that clearing up problems 

by 40 years of communism 
confronted Germany with 
quite enormous" 
it Jnst for many years, 
it will not just be a question of 
Bomg over comfortably to busi- 
ness as usual," he told a con- 
ference of businessmen and 
economists in Bonn. 

Mr Rohwedder confirmed 
yesterday that, as expected, he 
would leave the Treuhand at 
the end of this year and return 
to bis job as chief executive of 
the Hoesch steel company. 

The man in charge of the 
world’s largest privatisation 
programme bit out bitterly at 
critics of the Treuhand's 
operations. The "poor reputa- 
tion'' of the agency was unwar- 
ranted and damaging, and it 
was no longer a “haven” for 
communist officials from the 
former regime, he said. 

He termed as “complete non- 
sense” mess reports of differ- 
ences between himself an d 
other members of the Treu- 
hand board over the priority to 


be given to privatising as 
opposed to restructuring mori- 
bund companies from east Ger- 
many. 

The Treuhand’s main prior- 
ity was to sell companies to the 
private sector. Although many 
companies formerly run as 
East German Ko mb irate would 
need to be restructured first 

There are machinations 
between some former 
Communist officials 
and western investors 
seeking out bargains 

before they could be sold off 
Mr Rohwedder said he clearly 
preferred them to be sold first 
and then restructured by the 
purchasers. 

Mr Rohwedder, in an unusu- 
ally plain-spoken hour-long 
speech, said decisions on priva- 
tisation were being held up by 
millions of private and public 
sector n.laima on property and 
land in the wake of German 
unity on October 3. 

Giving an example of the 
size of the agency’s challenges, 
he said that selling the Treu- 
hand’s L8m hectares of agri- 
cultural land would take 45 
years, based on the average 
rate of disposal of land in west 
Germany. 

In a further litany of obsta- 
cles, Mr Rohwedder said that 


150.000 individual claims on 
assets had been made in Ber- 
lin, and 250,000 for the whole of 
the state of Thuringia. 

A remarkable 14500 individ- 
ual claims by municipalities, 
which may eventually take 
over 2,000 of the Treuhand’s 

8.000 companies, were also 
complicating the transfer of 
holdings. The municipal 
involve 750,000 individual 
items of property and land. 
“Who can cope with that?” Mr 
Rohwedder asked. 

He attacked "machinations" 
between western investors end 
former communist function- 
aries in the east over the 
future of individual companies. 
The Treuhand would risk sell- 
ing companies below their true 
price if it focused on conclud- 
ing deals as quickly as some 
bidders wanted, he said. 

Setbacks in privatisation 
also raised the danger of "dis- 
crediting the system of the 
market economy" in the eyes 
of the east German population, 
he said. 

Mr Rohwedder also directed 
his spleen towards the growing 
number of western investors 
demanding payments and 
other forms of credits as 
inducements to take over com- 
panies in the east “We see the 
danger that the dam could 
break... and that the Treu- 
hand could become a giver of 
subsidies rather than a recipi- 
ent of payments,” he said. 


Consortium for DM25bn power needs 


By William Dawkins in Paris and David Thomas in London 


A CONSORTIUM of west 
German and other European 
electricity companies Is due to 
be formed before the end of the 
year to begin the DM25bn 
(£8-4bn) to DM30bn task of 
modernising east Germany’s 
creaking power supply net- 
work. 

The leading partners are 
waiting to hear whether Enel, 
the Italian electricity group, 
and PowerGen and National 
Power, the two generating 
companies in England and 
Wales, want to take part in the 
project, say nffWah at Klectri- 
d£6 de France, the Preach elec- 
tricity board, which is heading 
the non-German part of the 

This will represent the 


"birth of a European electricity 
industry " said Mr Pierre Dela- 
porte, president of EDF, which 
has bom lobbying for years to 
get better access far its cheap 
nuclear-generated power in 
west Germany’s protected elec- 
tricity market. The group 
exported 11 per cent of Its 
power last year, of which a 
mere L7 per cent went to what 
was then West Germany. 

East German electricity pro- 
duction and transport is to be 
handed over to the new body 
eariy next year, which will be 
majority-controlled by the 
three big German power com- 
panies, RWE, Preusaenelektra 
and Bayern weriL Under an out 
line agreement made last 
August with the Treuhand pri- 


vatisation agency, they will 
hold between 60 per cent and 
75 per cent off the capital, with 
up to 25 per emit reserved for 
five medium-sized west Ger- 
man power groups. 

Up to 15 per cent is ear- 
marked for the EDF-led foreign 
consortium, which so tar 
includes Tractebel at Belgium. 
Endesa of Spain and EOS of 
Switzerland. 

PowerGen appears to be the 
betterdisposed of the UK gen- 
erating companies to the pro- 
posal. It said yesterday it 
hoped to reach a decision on 
EDF** proposal by the end of 
the year, whereas National 
Power said it would not expect 

to make a Hernidoo rrptfl after 

its privatisation. 
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Opposition supporters in Hamburg displaying a caricature of 
Chancellor Kohl as the election campaign gets underway 

CDU drops eastern funds 


GERMANY’S ruling Christian 
Democrats, keen to escape 
being tarred by financial scan- 
dal, yesterday announced they 
would forego all profits aris- 
ing from controversial assets 
In former east Germany, Reu- 
ter reports from Boon. 

Bnt the opposition Social 
Democrats (SPD), sensing an 
issue just five weeks before 
the first all-German elections, 
blasted this as a campaign 
manoeuvre and demanded mat 
Mr Helmut Kohl, chancel- 
lor, give op his party’s assets 
in the east 

Mr Volker Ruche, the sec- 
retary-general of Mr Kohl’S 
Christian Democratic Union 
(CDU), said the all-German 
party would not keep any of 
the reserves or property the 
eastern CDU had amassed dur- 
ing 40 years of communist 
rale. 

SPD finance expert, Ms 
Ingrid Martha ens-Maier, who 
claimed on Tuesday that the 
CDU and its Free Democrat 
(FDP) coalition partners were 
as guilty as the communists in 
plundering public funds, said 
foregoing profits was the least 
the CDU could do. 

“Mr Kohl sbo nl d stop this 
attempt to fool the voters and 
give back all the illegally 
obtained assets of the eastern 
CDU,” «)»a said. 

The eastern CDU and liber- 
als, now within the fold of 
their mare powerful counter- 
parts in the west, were loyal 
allies of the former ruling 


communists and kept the prop- 
erty and funds they amassed 
even after switching to demo- 
cratic politics. 

This in f r a s t r u c tu re. In elud- 
ing state-owned offices, train- 
ing centres, holiday camps and 
other buildings, gave the CDU 
and liberals a key advantage 
over struggling new parties 
like the Eastern SPD in elec- 
tions in the East this year. 

The SPD, whose holdings in 
the east were seized by the 
Nazis and then the commu- 
nists, are trailing Mr Kohl 
badly In the campaign for the 
December 2 polls. 

The communists, who have 
admitted trying to embezzle 
dm i07m (g70m) In frozen 
funds, were trying to find out 
exactly how much they are 
worth. 

The renamed Party of Demo- 
cratic Socialism has no dear 
picture of how many compa- 
nies it launched this year 
before East and West Germany 
merged their economies In 
July, party presktium member 
Klaus Steinitz said In a news- 
paper interview. 

Mr Ruehe said the eastern 
CDU owned assets of only 
DMiam and property worth 
only DBQJbn - a frac tion o f 
the amount cited by the SPD. 

Mr Kohl’s coalition plans to 
set up a parliamentary com- 
mission to investigate the 
assets parties held in the for- 
mer East Germany to deter- 
mine how much was Illegally 
obtained, officials said. 


Russia gives reform go-ahead 


By Leyla Boulton in Moscow 

THE Russian Parliament has 
given the go-ahead for radical 
economic reform to start today 
but it has yet to sort out what 
this means in practice. • 

Deputies last night empow- 
ered the government of the 
Soviet Union’s largest republic 
to implement concrete mea- 
sures to stabilise the economy 
and move towards a market 
system. 

Their resolution also says 
that the original 500-Day Pro- 
gramme approved by deputies 
this summer will have to be 
revised. This is partly because 
it was rejected by the central 
Soviet parliament last mouth 
and partly because of increases 
In grain and! meat prices which 
ruined the plan’s anti-inflation 
strategy. 

Mr Ivan Silayev, the Russian 
prime minister, is to produce 
these amendments, along with 
plans for a new government 
structure to manage the eco- 
nomic reforms, within the next 
four weeks. 

In a sign that the Russian 
government is none the less 
serious about taking action 
soon, ministers yesterday dis- 
cussed privatisation measures 
- one of the easier issues to 
tackle in the absence of a par- 
allel all- uni on programme. 

Parliament also gave its final 
approval yesterday to legisla- 
tion handing Russia control 


The Soviet Parliament 
yesterday joined growing 
protests against a nuclear 
test last week in the Soviet 
far north, saying its commit- 
tees should have been noti- 
fied beforehand, Reuter 
reports from Moscow. 

Deputies passed a resolu- 
tion which also noted the 
potential damage to rela- 
tions with the countries of 
northern Europe because of 
concern for the region’s frag- 
ile ecology and health of its 
residents. Local authorities 
protested to President Gorb- 
achev against the October 24 
test on the archipelago of 
Novaya Zemlya and 
demanded access to the 
closed area, Tass news 
agency said. 

over its own resources — 
although it is still not clear 
how this will be achieved in 
the face of resistance from the 
centre. Adopting a conciliatory 
approach to the centre at the 
same time, the Russian parlia- 
ment also urged President Mik- 
hail Gorbachev to act swiftly 
to create the conditions for a 
market economy across the 
Soviet Union. 

The Soviet parliament, 
meanwhile, passed legislation 
to crack down on black 
marketeers and speculators, 


although several deputies were 
sceptical that this would 
relieve chrome shortages of 
food and consumer goods. 

It also gave preliminary 
approval to guidelines for the 
protection of Soviet and for- 
eign investment Mr Nikolai 
Koriugm, a member of the par- 
liament’s committee for eco- 
nomic reform, said the anti- 
profiteering law would simply 
drive the black market deeper 
underground and i nfl ate its 
prices further. 

He pushed instead for parlia- 
ment to admit an alternative 
project allowing small traders 
to operate if they paid taxes 
and registered with authori- 
ties. “The black market law 
will drive money underground 
rather into government 
coffers," he explained. 

Parliament approved both 
projects although the secon d 
yet to win final approval. 

While many people complain 
about profiteers, most Soviet 
t-fri/pne use the black market 
to secure basic necessities and 
consumer goods. 

“I see this (black market) 
law as having more of a psy- 
chological influence to calm 
public opinion. It sounds good 
hut it will not solve the prob- 
lem of shortages,” said Mr 
Nikolai Neiland, a deputy from 
Latvia. 


Nordic states disagree on EC 


By John Burton in Stockholm 

SENIOR government officials 
from Sweden, Norway and Fin- 
land yesterday disagreed about 
whether the three Nordic coun- 
tries should make a joint appli- 
cation for European Commu- 
nity membership and if so, 
when. 

The dispute followed a sug- 
gestion on Tuesday by Mr Sten 
Andersson, the Swedish for- 
eign minister, that a common 
Nordic EC application could 
occur next year. 

Sweden’s Social Democratic 
government last Friday 
announced that it was ready to 
join the Community once nego- 
tiations are completed on a 
European Economic Area 
between the EC and the Euro- 
pean Free Trade Association, 
of which the three Nordic 
nations are members. 

But at a meeting of Nordic 
Social Democratic ministers in 
Copenhagen yesterday, both 
Norway’s new prime minister. 


Mrs Gro Harlem Brundtland. 
and the Finnish social affairs 
minister, Mr TuulDdd Hamalai- 
nen, said such a move was pre- 
mature. 

In addition, an EC spokes- 
man in Brussels denied that 
the EC Commission had dis- 
cussed the possibility of a joint 
membership application from 
the Nordic region. 

Swedish newspapers yester- 
day quoted Mr Henning Cfcris- 
tophersen, the Commission's 
vice-chairman, as saying that 
the Co mmunit y was prepared 
to accept such an application 
with an entry date of 1994. 

The EC spokesman charac- 
terised the remarks as bring 
Mr Christophersen’s personal 
opinion. 

In a clear sign that differ- 
ences persist within the Nordic 
region about EC membership, 
Mr Hamalainen, the senior 
Finnish government represen- 
tative at the Copenhagen meet- 


ing, said: “We are surprised at 
Sten Andersson’s remarks and 
very irritated about the feet 
that the Swedish government 
did not consult its neighbours 
before taking this drastic step. 
The time is not right. His state- 
ments could affect Etta’s nego- 
tiations with the EC nega- 
tively." 

Mr Hawmiainm ad ded that it 
was uncertain whether Finland 
could preserve its policy of 
neutrality within the EC and 
that this was of concern to the 
government 

Mrs Brundtland also took a 
cautious stance on the issue, 
explaining that a Norwegian 
decision about EC membership 
would occur in 1992 at the ear- 
liest “We first must see where 
the ERA leads to,” she said. 

Mr Ingvar Carlsson, the 
Swedish prime minister, also 
appeared to be diatanrang- Mm - 
seif from tiie idea of an early 
joint application. 
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Hong Kong acts 
to rationalise TV 


broadcasts policy 


' 01 ««« in Hong Kong 

toPStH?® yesterday began operations and sign franchise 
cabk^SSf® “s satellite and licences. 

35^ broadcasting sir Y.K. Pao, 71. has come 
liceajj? _ whfin it announced out of semi-retirement to lobby 


men. 

Bat the plans failed to meet 
demands of Hong Kong 
liable Communications, a con- 
sortium which won Hong 
Jong's first cable television 
franchise in July last year. The 
largest shareholder in this con- 
sortium is Wharf Holdings, 
fou n d e d by Sir Yue-Kcmg Pao, 
an arch rival of Mr LL 

The government said it 
Would license companies to use 
Hong Kong as a base for trans- 
mitting satellite broadcasts, 
subject to certain restrictions. 

It Is also to set up a separate 
licensing scheme for installa- 
tion of satellite master antenna 
television systems (SMATV) in 
the colony. 

This means that Hutchison 
can proceed with plans to start 
beaming television pro- 
grammes within the next 12 to 
14 months from Hong Kong 
across Asia and the Middle 
East, via a six-month old com- 
munications satellite called 
Asiasat In which it is a leading 
shareholder. 

The future of the cable tele- 
vision venture hangs in the 
balance because the consor- 
tium argues that the satellite 
operations breach assurances 
it was given by the govern- 
ment about exclusivity last 
year. 

The consortium has been 
riven by personality clashes, 
misunderstandings and other 
rows since it won the fran- 
chise. It is months behind 
schedule, despite pressure from 
the government to speed up 


China’s party agrees date 
for economic meeting 


By Peter Ellingsen in Peking 


A VITAL and much delayed 
meeting of China ’s ruling Com- 
munist party, which is expec- 
ted to discuss the fate of Than 
Ziyang, the ousted party boss, 
and approve the country’s next 
five-year economic plan, will 
be held before the end of the 
year, Li Peng, the prime minis- 
ter, has said. 

Li told a gathering of ambas- 
sadors In Peking that the sev- 
enth session of the party’s 13th 
central committee would con- 
vene within the next two 
months. The meeting has been 
put off several times since 
August because of the Asian 


Games and discord among 
senior leaders over the extent 
of economic reform. 


Li and other hard-liners are 
known to have opposed adven- 
turous price deregulation and 
other reforms proposed by pro- 
gressives, and to have rejected 
moves to rehabilitate Zhao, 
who was sacked for allegedly 
siding with the 1988 student 
protests. 


“Because the plans are very 
important,” Li said, “It will 
require modi time for prepara- 
tion before the party’s meeting 
is held.” 


Philippines devalues local 
currency by 8 per cent 


By Greg Hutchinson in Manila 


THE Philippine Central Bank 
yesterday sold $2m at pesos 
28.00 to the dollar, producing a 
de facto 8 per cent devaluation, 
thus bringing the currency to 
its black market value. 

An official of the Bankers 
Association of the Philippines 
said the sale was to the govern- 
ment-controlled Philippine 
National Bank, the country's 
hugest bank. 

. A Central Bank statement 
said: “This depreciation is per- 
ceived to have taken place In 
response to the widening trade 
and current account deficits.” 

The trade deficit in the first 
eight months of 1990 was 
$2J56bn or more than 50 per 
cent higher than the same 
period in 1989. 

The statement said the 
devaluation would encourage 
exports, making them seem 
cheaper overseas, and mean 
larger remittances from the 
vast numbers of Filipino con- 
tract workers abroad. It would 
also discourage imports, which 
will now be more expensive in 
the Philippines. “We had to do 
it now. IT we didn’t, it could be 
worse later," Mr Jose Cuisia, 
the Central Bank governor, 


BOJU- . 

president Corazon Aqu ino 
was reported as supporting a 
devaluation of the peso from 
its level of 25.75, set on Septem- 
ber 24, to 28 to the dollar. Even 
at that level the currency had 
fallen some 13 per cent since 
the beginning of the year. 

Ibe currency, and the econ- 
omy generally, have been buf- 


fetted last December’s bloody 
coup attempt, a drought, the 
July earthquake and the Gulf 
crisis. Bankers said the new 
rate would hold for the foresee- 
able future as long as there 
were no new shocks. They fore- 
cast it could move within 2 per 
cent above its new level and 1 
per cent below, before the Cen- 
tral Bank would again inter- 
vene. 

The black market rate 

- which has been hovering 
between 28.00 and 29.00 

- could rise slightly In line 
with the self-folfilling percep- 
tions of instability that the 
devaluation will spark. But 
bankers thought the curb rate 
would not rise in percentage 
terms by as much as today’s 
devaluation. “It’s around the 
curb rate now. But the curb 
market may react again - may 
be it will go to 30," said one 
backer. 

• Kidnappers yesterday killed 
eight hostages, including three 
boys, alter clashing with sol- 
diers in the southern Philip- 
pines, the military said, AP 
report from fligan. 

Eight employees of the 
National Power Corp were 
found hacked and shot to 
death near the boundary of 
Tyrian del Norte and Lanao del 
Sur provinces, the military 
said. 


.the hostages were appar- 
ently fcined because the mili- 
tary ignored a demand by the 
kidnappers to avoid launching 
an attack. 





Triumph for Hawke on constitutional reform 


By Kevin Brown in Sydney 


arrangements which government officials on behalf 
of 



ted to hold a board meeting 
tomorrow. 

They may decide to fight the 
government’s decision. But if 
they accept it, there win be a 
major restructuring. Wharf 
and another big shareholder, 
US West, which is one of the 
American Baby Bells, are 
expected to increase their 

shareholdings of aiOUXld 25-27 
per cent to nearly 50 per cent 
This would enahia other share- 
holders, notably a local com- 
pany called Sun Hung Kai 
Properties, to reduce their 
involvement 

The government has tried to 
protect the interests of both 
the consortium and existing 
television stations by decreeing 
fhaf Hia satellite broadcasters 
should not rely principally on 
Hong Kong advertising and 
should not charge viewer sub- 
scriptions in Hiong Kong for six 
years. In addition, satellite 
broadcasting in Cantonese, 
Hong Kong’s main Chinese lan- 
guage, is banned for three 
years. 

Mr Richard Li, 23-year old 
son of Mr Li Ka-shing, who 
heads the satellite operation, 
said last night that the restric- 
tions would not upset his plans 
because the broadcasting 
would be primarily aimed at 
Hong Kong's top English- 
speaking viewers who made op 
about l to 2 per cent of the 
colony’s viewing public. This 
would only bring in about 4 
per cent of the venture’s expeo- 
ted international advertising 
revenue. 


MR BOB HAWKE, the 
Australian prime minister, 
achieved a personal triumph 
yesterday when most of his 
plans for constitutional and 
structural reform were 
approved in principle by the 
leaders of the eight state and 
territory governments. 

The agreement followed a 
two-day conference in Brisbane 
which revealed a large mea- 
sure of agreement between Mr 
Hawke and the six state pre- 
miers and two territory chief 
ministers on the need for 
reform to revitalise the econ- 
omy. 

The reforms would reduce or 
elimina te regional differences 
in regulations and services, 
eliminate expensive duplica- 
tion, and encourage the cre- 
ation of TiaHnnai standards. 

But at the two-day confer- 
ence In Brisbane both federal 
and state leaders warned the 
reforms would face strong 
opposition from vested inter- 
ests in the state governments. 


the public service, trade unions 
and the business community. 

“There will be resistance, 
there will be problems. We are 
talking about reform of the 
entire government system in 
Australia," said Mrs Carmen 
Lawrence, premier of Western 
Australia. 

The key to the agreement 
was a concession by Mr Hawke 
which would reduce the finan- 
cial dependence of the states 
on Canberra and territories on 
the federal government, which 
raises 80 per cent of tax reve- 
nues and finances more than 
half of their spending. 

Mr Hawke's proposals would 
increase their powers of rais- 
ing indirect taxes and loosen 
controls on how they spend 
money transferred from the 
federal government The states 
would also he compensated for 
any costs involved in the 
reform programme. 

In return the states would 
co-operate with the federal gov- 
ernment to reduce duplication 


of health and welfare services, 
cut losses of state-owned busi- 
nesses, co-ordinate infrastruc- 
ture spending, and harmonise 
regulation in areas such as 
environmental protection and 
professional qualifications. 

The most immediate impact 
would be on transport through 
the creation of a national rail 
freight corporation and a 

national registration and taxa- 
tion scheme for heavy vehicles. 

Quids action i s also l ikely to 
create a Tmfflpri system of pru- 
dential control of non-bank 
financial institutions, operated 
by the states but under federal 
supervi sion, is also likely. The 
government has been working 
on such a system since the col- 
lapse of a number of building 
societies rocked the financial 
system in Victoria earlier this 
year. 

However, Mr Hawke felled to 
persuade the leaders to accept 
proposals for a unified educa- 
tion system, with national 
standards and certification and 


the transfer of control of the 
statutory Industrial relations 
system to the federal govern- 
ment 

The leaders win meet again 
in May to discuss the details of 
the reform programme. They 
also agreed to hold a referen- 
dum at the next general elec- 
tion, due by 1993, on extending 
the life of future federal gov- 
ernments from three to four 
years. 

A separate conference on 
constitutional reform will be 
in April to discuss the bal- 
ance between states’ rights and 
federal powers. 

The agreement will provide a 
boost for Mr Hawke’s federal 
Labor government, which has 
lost support to the opposition 
Liberal/National Party coali- 
tion as Australia slips towards 
a recession. 

Mr John Hewson, the lib- 
eral leader, welcomed the 
agreement but criticised the 
failure to achieve agree me nt 
on labour reform. Other 



Burma holds 
dissidents in 
crackdown 






Mr Hawke: personal triumph 


observers said the agreement 
would have little short-term 
impact 

“This is a step in the right 
direction, but there are a lot of 
thing s s till to be done," Mr 
Bin .shipirfs, nhiwf economist at 
Macquarie Bank. 


BURMA’S military rulers have 
arrested at least 45 opposition, 
activists since a crackdown on 
dissent began last week with 
raids on Buddhist monasteries, 
AP reports from Bangkok. 

Those held included MPs 
elected in May 27 national elec- 
tions that the military govern- 
ment has refused to honour, 
pangmwi residents said. 

They said most of those 
arrested were members of .the 
National League for Democ- 
racy (NLD), which won the 
elections by a landslide. 

One resident said people 
were continually being taken 
in for questioning and then 
released, but at least 45 were 
still held. 

The military government of 
Gen Saw Maung has not 
announced any of the arrests. 
It seized po wer in 1988 by 

C P I^ hU fiR & 
for democracy. 


UN endorses 
Jordan 


THE MIDDLE EAST 


sanctions 


proposal 


Baker prepares to put pressure on Saddam 

Lionel Barber looks at US plans to adopt a more threatening posture over the Gulf 


The UN Sanctions Committee 
has endorsed a proposal by 
Jordan that International 
monitors be asked to «mfim 
the country’s compliance with 
the embargo against Iraq, dip- 
lomats said yesterday, writes 
Minhaai Littlejohns in New 
York. 

How this might be dime was 
left to the secretary general, 
Mr Javier Perez de Cuellar, 
who has a staff in Jordan. 

King Hussein’s request for 
international aid to help Us 
country withstand the effects 
of sanctions was approved 
weeks ago, but Amman com- 
plained this week that “not a : 
penny" had been forthcoming. 

The United States and some 
of the potential donors have 
raised doubts ahont Jordanian 
compliance, but most members 
of the Sanctions Committee do 
not share those suspicions. 

Aithnngii acknowledging that 

a blind eye was turned 
towards continued «Wp»witt» 
of Iraqi oil that Jordan 
received in partial repayment 
of Iraq’s large debt, a we s tern 
member said yesterday it 
deserved to be widely known 
that the Jordanians wore oth- 
erwise "properly obeying sanc- 
tions.” 

That this is at considerable 
cost was co nfirmed earlier this 
month by an emissary sent to 
Jordan by Mr Feres de Cuellar. 
In his report he estimated that 
Jordan would lose about Him 
before the end of the year and 
perhaps as much as $4hn In 
1991. 


T HE forthcoming trip to 
the Gulf and Europe by 
Hr James Baker, US 
secretary of state, foreshadows 
a significant escalation of US 
efforts to end Iraq’s occupation, 
of Kuwait. 

After a period of drift within 
the US-led international alli- 
ance, the Bush administration 
has concluded that a more 
threatening posture is needed 
to convince President SntMam 
Hussein that, if he remains In 
Kuwait, he will face a war and 


Over the next four weeks, 
the administration intends to 
use every available tactic — 
fariwfing threats to use force, 
the possible deployment of tens 
of thousands of troops in Saudi 
Arabia, and further United 
Nations resolutions against 
Iraq -to convince Mr Saddam 
to bads down. 

Mr Baker’s mission, which 
begins on Saturday, is to spell 
out US thinking and take the 
temperature within the alli- 
ance. Stopovers include SbihH 
Arabia, Egypt, Turkey, France, 

anti Bri tain- He will hold talks 


with the exiled emir of Kuwait, 
the Saudi ruling family, and 
Mr Eduard Shevardnadze, the 
Soviet foreign minister. 

Washington’s November 

will gain mnmffltHWi 

after next week’s mid-term 
elections and continue with 
President George Bush's visit 
to the troops in Saudi Arabia 
around Thanksgiving in late 
November. Action at the UN, 
where the US will assume the 
chair for the current month, 
will also be stepped up. 

Mr Baker’s mission is the 
most visible piece of overseas 
US diplomacy since he went to 
the Gulf in early September to 
solicit funds for Operation Des- 
ert Shield and to provide com- 
pensation to the front-line 
states of Egypt, Jordan and 
Turkey hurt by the UN eco- 
nomic embargo against Iraq. 

That trip eventually helped 
to raise more than $20bn 
(£HUbn), even if Mr Baker's 
Texan pride was hurt by hav- 
ing to go In hand to the 
Arabs. There followed, how- 
ever, a series of events at home 
and abroad which weakened 


US leadership of the alliance. 

The first setback came with 
the Israeli shooting of 21 Pales- 
tinians in Jerusalem. Interna- 
tional outrage undermined the 
consensus at the UN Security 
Council and «wfted attention 
away from Iraq's occupation of 
Kuwait towards Israel’s occu- 
pation of Gaza and the West 
Bank. 

Then came Prince Saltan’s 
damag in g remarks suggesting 
that Saudi Arabia would coun- 
tenance handing over several 
strategic Kuwaiti islands iu 
exchange for Iraqi withdrawal 
from Kuwait. Coupled with 
some ambiguous Soviet diplo- 
macy in the region, “Saddam 
was probably feeling a little 
too comfortable, likn he could 
just wait this one out,” says a 
US qffiriaL 

If Mr Baker’s aim is to 
stiffen resolve among allies, he 
will also have on eye on public 
opinion back .home. A recent 
Newsweek poll found that only 
a bare majority of Americans 
believed the US ah n ni d engage 
in combat if Iraq refuses to 
leave Kuwait and restore its 


government. Forty-five per 
«»nt supported military jmHo n, 
but 37 per cent said no. 

This week, congressional 
leaders urged Mr Bush to give 
economic sanctions against 
Iraq a fair chance; several 
members (notably Senator 
George Mitchell, the Demo- 
cratic majority leader) ques- 
tioned the president closely on 
whether the increasing rheto- 
ric meant the US was looking 
for a pretext for war. 


T here is no "war" party 
in Washington; but 
there is a "peace party” 
led by Congressman Ron Del- 
hurts, the California Democrat 
who has garnered 81 Democrat 
signatures urging t he adminis- 
tration to pursue a peaceful 
solution to the crisis. Without 
a major provocation, most 
commentators believe the case 
for moving from the de fe n ce of 
Saudi Arabia to offensive 
action to liberate Kuwait has 
yet to be made. 

Mr Baker, a political animal 
by nature who served as White 
House chief of staff under Pres- 


ident Reagan, is a great 
believer in the need to prepare 
public opinion before fating 
action, at home or abroad. 
After some initial hesitation, 
the signs are that the secretary - 
of state has begun to take- 
charge - spurred perhaps by 7 
the political damage to his 
friend Mr Bush caused by the 
budget fiasco. 

Last week, he sought and 
received an invitation to testify 
to the Senate and House for- 
eign relations committees. This 
week, he gave a tough speech 
to the Los Angeles World 
Affair Council and revealed 
that American hostages held as 
“h uman shields" at strategic 
faiBtaTiatinms in Iraq were being 
held on vermin-ridden concrete) - 
floors, kept in the dark during 
the day" with meals cut to two 
a day. He also spoke of atroci- 
ties in Kuwait 

This is the kind of talk 
which provides the rationale 
for a war. If the November 
offensive fails to elicit a 
response from Mr Saddam, war_ 
may still not be immin ent; but 
it may prove inevitable. 


Israel to bar more West Bank and Gaza Palestinians 


By Hugh Cairngy in Jerusalem 


Hizbollah and Amal 
agree ceasefire 


Lebanon, edged closer to con- 
solidating its fragile peace 
yesterday with the 
announcement that the 
Amal and Hizbollah Shia 
Moslem militias had con- 
cluded a ceasefire, Lara 
Marlowe reports from Beirut 

The government of Presi- 
dent Enas Hrawi also said all 
seven militia groups in Beirut 
had now promised to with- 
draw from the city. 

The pro-Iranian Hizbollah 
was excluded from the Taif 
peace negotiations earlier this 
year. Its three-year war with 
bm» Syrian-backed Amal move- 
ment and its poor relations 
with Syrian troops in Beirut 
had fed to fears that it would 
try to sabotage the progress 
made since rebel Christian 
Gen tadinl Aoun was defeated 
on October 13. 

The Shia Moslem mi liti a s 
have concluded dozens of ear- 
lier ceasefires - some negoti- 
ated by the Syrian and Iranian 
foreign ministers. 


THE Israeli authorities are 
planning to bar an increasing 
number of Palestinians from 
the occupied territories from 
entering Israel following a 
wave of attacks on Jews. 

Some politicians and officials 
have also called for employers 
to give Soviet immigrants «nd 
young unemployed Israelis 
some of the jobs held by Pales- 
tinians. 

A combination of such mea- 
sures could have a serious eco- 
nomic effect on the occupied 
territories. More than 100,000 
Palestinians work in Israel, a 
number which, ironically, has 
risen during the nearly three- 
year-old intifada (uprising), as 
employment has slumped in 
the territories. 

Mr Moshe Arens, the defence 
minister, has ordered tighter 
control on Palestinians enter- 
ing Israel, to screen out poten- 
tial troublemakers. Military 
officials are expected to extend 
the system of barring those 
with a reco rd of security 
offences from the present num- 
ber of around 8JM0 to around 
15,000. 

The state-run Employment 
Service says it intends crack- 
ing down on the estimated 65 
per cent of Palestinian wo rk e r s 
who are not licensed, to pro- 
mote more employment oppor- 
tunities for immigrants nnfl 
unemployed Israelis. 

Some employers, including a 
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Defiant Palestinian family In the nrins of their home in Etn Arak on the West Bank, demolished yesteday by the Israeli army 


number of municipal councils 
which hire Arabs for menial 
jobs, say they intend replacing 
their Palestinian wor ker s. 

However, there are doubts 
about how far this will go. 
Most Palestinians work in low- 
paid jobs such as sanitation 


and construction which 
Israelis have always been 
reluctant to do themselves and 
which immigrants may also 
balk at 

Less than half of those 
Israelis taken on last week to 
replace Arabs during a four- 


day ban on all movement out 
of the territories were still in 
their jobs yesterday. 

Military officials admitted 
“very few" Gazans had lost 
their jobs in the last week, an 
impression shared by the 
Israeli Manufacturers Associa- 


tion. "I don’t think we can say 
many have been fired," a 
spokesman said. “It’s not so 
simple. Many have worked for 
years in their jobs, they are 
good workers and employers 
don't want to throw them 
away." 


Lebanon offers credits to 11 banks facing a liquidity crisis 


By Lara Marlow in Beirut 


LEBANON’S central bank has 
been forced to offer millions of 
dollars worth of loans to II of 
the country’s locally-incorpo- 
rated banks to stave off a 
liquidity crisis. 

The Banque du Liban (BDL) 
has offered the credits using as 
collateral the banks’ property 
holdings in Lebanon. It claims 
the bal&out has won the bless- 
ing of the International Mone- 
tary Finid. 

the BDL is known to have 
offered the loans to 11 of Leba- 
non’s 83 local banks. These are: 


Adcom Bank, Banque da 
Credit Populaire, Banque 
Llbano-Brestlienne, Banque 
Nasr Libano-Afrlcaine, Capital 
Trust Bank, Foreign Trade 
Bank, Lebanese Arab Bank, 
Mebco, Prosperity Bank, Bank 
of Lebanon and Pakistan, ^ 
Universal Bank. 

Under the 1970 banking 
decree drawn up following the 
disastrous crash in 1966 of 
Intra Bank, the BDL has 
advanced the banks tuHions of 
Lebanese pounds (tens of mil- 
lions of US dollars) charged 


against their property and land 
investments. 

The central bank has not 
revealed the precise sums 
involved but some individual 
banks are known to have 
received loans worth up to 

pStn 

The banks, which are imme- 
diately converting the Leban- 
ese pound credits into dollars 
to serve depositors, have the 
option of repurchasing the 
land in two years, paying only 
nominal interest. 

Central bank officials say 


that the policy has received the 
IMF's imprimateur. 

Dr Edmond Naim, the gover- 
nor of the central bank, 
explained the scheme to IMF 
officials at the body’s annual 
meeting in Washington last 
month and, according to Mr 
Maafrwx Sltwnl , (fe BDL dep- 
uty governor: “They were foil 
of admiration. It was some- 
tiling completely new to them 
- a uniquely Lebanese solu- 
tion." 

However, the policy has 
angered some local bankers 


who claim that banks receiving 
help have exaggerated the 
value of property used as col- 
lateral. Critical bankers also 
say the plan is inflationary and 
claim it appears to offer 
rewards to poorly-managed 
banks. 

“The people running these 
hanks are running their own 
businesses outside Lebanon 
using depositors’ money and 
saying the government will 
pay’,” said a leading Beirut 
banker. 

Lists of "failing” hanks are 


being handed out on the 
streets of Beirut “If you put all 
the phoney lists together, 
almost every bank In Lebanon 
is on them," said another Bei- 
rut banker. 

“We think they are invented 
by the owners of the foiling 
banks to take everyone else 
down with them.” 

It is also alleged that trou- 
bled Lebanese banks have 
encouraged their employees to 
strike so that they can -dose 
for business and avoid paying 
depositors. 
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Gulf crisis takes its toll of Kenyan economic prospects 


Koreans to build 


Soviet TV plant 
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gaitoti: worse than 1973 


KENYA’S gross domestic product 
growth for 1990 is expected be 
between 05 and l percentage point 
iflaa than the forecast 5 per rent as a 
result of higher oil prices brought 
about by events in the Gulf, according 
to Mr George Saitoti, the country’s 
vice-president and minister of finance. 

An assessment of the impact of the 
Gulf crisis on the Kenyan economy 
will be included at next month’s 
World Bank-chaired consultative 
group meeting in Paris on Kenyan aid 
needs. 

The meeting is seen as having sig- 


By Michael Holman 
in Nairobi 


nificance beyond Kenya itself! It pres- 
ents donors with an important exam- 
ple of the damaging consequences of 
the Golf situation on one of Africa's 
mast successful economies. 

It may also he the occasion at 
which western governments and lend- 
ing institutions spell out how the 
linkage between aid and what the 


hank called “good governance”, 
including human rights, might be put 
into practice. 

Last week Kenya broke diplomatic 
links with Norway in a row over the 
recent arrest in Nairobi of a Kenyan 
opposition politician, Mr Koigl wa 
Warn were, making it probable that 
human rights will be high on' the 

Paris ria 

In an interview in Nairobi covering 
the economic effect of the Gulf, Mr 
Saitoti said: "It is very serious for us, 
much worse than the oil crisis of 
1973." 


Kenya could cope, he said. But he 
warned that many non-oil exporting 
sub-Saharan states “will not make i r 
and economic reform programmes 
adopted by most countries In the 
region would be In jeopardy. 

Kenyan nffimala calculate that at 
least 20 per emit of imports, by value, 
consist of oil or oil-related products. If 
high oil prices are sustained this 
could nearly double nest year, said 
one official 

Kenya’s inflation rate jumped from ' 
an annual 10.7 per cent in August, to 
more than 12 per cent in September. 


On the row with Norway, Mr Saitoti 
acknowledged that it would lose 
Kenya some S20m (£l(Um) in Norwe- 
gian aid next year. 

But he hoped that other donors 
would treat the matter as “a quarrel 
between Kenya and Norway”, and 
would not allow it to affect their rela- 
tionship with Kenya. 

Mr Warn were, a former MP, went 
Into self-imposed exile in Norway in 
1986. He is being held In Nairobi on 
treason charges following his arrest, 
having allegedly infiltrated Kenya 
from Tanzania. 


GOLDSTAR, one of South 
Korea's leading electronic 
makers, has won a three-year 
S250m (£127m) contract to 
build a colour television plant 
in the Soviet Union, AP-DJ 
reports from Seoul. The 
announcement brings to 
3800m the value of contracts 
the company has signed for 
factories In the Soviet Union. 

The. television factory, to be 
built in the Kirghiz Republic, 
will be able to produce L5 m 
sets a year, Goldstar said. 
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US copyright industries hit 
back at Thais on ‘piracy’ 

Bw Mahm rv ... . . * ^ 


By Nancy Dunns in Washington 


S® i GHT Castries 
have, after four years* talks, 
Jpraed the Thai govenSeS 

SitK AJf a trade complaint 
with the US trade representa- 
« v 5 °h November 15 umIaoq 
aitthorities take immediate 
action against pirates of books. 
r eco™a, tapes, videos and com- 
puter software. 

Calling Thailand “the worst 
offender of intellectual prop- 
erty rights In Asia," the indus- 
Wesray they are losing {60m 
«30m) a year from piracy. If a 
us inquiry upholds the com- 
plaint, trade sanctions coaid be 
imposed. 

Mr Eric Smith, general conch 
set of the International Intel- 
lectual Property Alliance, 
which represents the indus- 
tries, claimed attempts by US 
companies to obtain their 
rights had resulted in threats 


of violence against employees 
of the record and motion pic- 
ture Industry asBodati lo ns in 
Th ailand . “The Thai govern- 
ment has simply refused to 
move against the pirates 
responsible for these losses and 
threats, despite repeated US 
government and private-sector 
entreaties." be said. 

Industry representatives said 
the issue was taken up with Mr 
Chatlchai Chaonh&van, Thai 

prime minister, in Washington 
last June. Industry leaders had 
since met Thai nmriojg jq the 
US, Europe and Bangkok to 
press their concerns. In a tetter 
to Mr Vftthya Verttqfiva, Thai 
ambassador to Washington, 
the alliance claimed the Thai 
government had been given 
names and addresses of 
“known pirates", but had not 
acted. 


Mr Jack Valenti, chairman of 
the Motion Picture Export 
Association of America, said 
□legal copies of US films were 
on sale in Thailand within 
days of their release In the US, 
and before their legitimate 
release in Thailand. Member 
companies estimate their 

losses at $Z08m over 10 years. 

The allianc e said pressure by 
the US government, between 
1984 and 1969, had halved 
piracy losses to over L500 com- 
panies. Improved copyright 
regimes bad been established 
in South Korea, Taiwan, Mal- 
aysia, Indonesia, Singapore 
and Saudi Arabia, where 
nlracv hurt imm pxrl n ri pd US 
companies. Under these 
accords.the US copyright 
industries’ value-added taking s 
had risen from $i64bn in 1977 
to SSOSfan in 1989. 


links 


By Scheherazade DoneshUiu 


THE OPENING of the British 
embassy in Iran is expected to 
presage an expansion of trade 
relations between the two 
countries. 

Iran is one of the Middle 
East’s largest export markets 
and one likely to grow further 
with this year's rise in oil 
prices, which account for 90 
percent of the country’s export 
earnings. Despite the diplo- 
matic break after the Rushdie 
affair last year, British-Iranian 
trade in 1989 showed a rise erf 4 
per cent an the previous year. 
British exports to Iran totalled 
£252m, and imports, mostly of 
rrfl £36Qm 

Trade for the first eight 
months Of this year has almost 1 . 
matohed this level Exports to 
Iran at the end of August were 
2239m, 57 per cent up on the 
same period last year, while 
imports amounted to up 

27 per cent for the same period. 

British exports cover a wide 
variety of items, but are domi- 
nated by manufactured goods. 
Including power generation 
and industrial machinery. 

But where British companies 
are conspicuously absent is in 
contracting. Iran needs tech- 


‘Barter Soviet 
ships for .hatter 9 

SURPLUS Soviet worships 
could be bartered fra* New Zea- 
land wool and b ut ter to ease 
Mobcow 1 3& hard currency- shorts . 
ag£ Mr Xhii Sokolov, Soviet 
ambassador to Itew Zea l a nd, 
has suggested. Baiter reports 
fiom Wellington- “A fa&cBata 
conld^^uk covering Sotos 

lpwk hard cnr- 
wneyf. W a . vwM Bte to sell 

miy folng-** 

NHwc- Zealand sells dairy 
prodnrtvin short supply in 
the Soviet Union, to Moscow in 
l e tura te Tafla care. But Mr 
Sokolov was unsure whether 
Moscow was ready yet to seal 
new car second-hand drips for 
hritam 


nology and bfflions of dollars 
of work is petrochemicals, 
power generation, mining, refi- 
neries, feiiw and nfl installa- 
tions, and has gives contracts 
to Italian, German and Japa- 
nese companies. Da 1989, West 
Germany’s exports to Iran 
were worth $L3bn (£650m) and 
Japan’s $920m. The main rea- 
son for Britain’s absence in 
thfe market is the labk of medl- 
um-to-long-term finance avail- 
able. 

Britain's Export Credits 
Guarantee Department (BCGD) 
charges a high premium - up 
to 8 per cent - on trade with 
Iran, and only gives shart-term 
cover of up to 860 days, which 
effectively prevents project 
work. 

EGGD has said tt win review 
the possibility of extending 
cover for the Iranian market 
but says there are still substan- 
tial pre-revolutionary debts 
outstanding, estimated at 
£UXkn by one observer. These 
wore incurred by private com- 
panies. 

• By contrast, Iran's other 
European trading partners, 
notably, France and West Ger- 
many, have provided Iran with 


medium-term credit. France's 
Sod£t£ Gdudrale is leading a 
pool of up to 50 banks world- 
wide to raise |L8bn for pro- 
jects with the National Petro- 
chemical Company to cover an 
eight-year period. The German 
export credit agency, Hermes, 
secured a DM500m (£168.3m) 
tine of credit for Iran last year, 
to run for five years. 

Iran has an exemplary pay- 
ments record and has virtna fly 
no long-term debt In recent 
months, the government has 
been buying up some of its 
short-term debt now estimated 
at $1.5bn-$2bn. Given these 
facts, it becomes clear that the 
British government sees the 
main trade risk as political 
rather than economic. 

President Baisaxdani is plac- 
ing emphasis on a free trade 
area being developed on the 
island of Qesbxn, near the 
Straits of Hormuz. Investments 
there are guaranteed against 
nationalisation and the island 
will have a separate legal and 
social code to provide “a com- 
fortable background for the 
cosmopolitan population 
required for rapid develop- 
ment*. 


Dassault and India In 
‘automatic teller’ link 


By Kunal Bose In Calcutta 

DASSAULT Electronique of, 
Franco is .forming,® joint ven-. 
tute with Kerala State Elec-:, 
ironies ‘Development Corpora- 
tion (Keltron) to make 
automatic teller machines 
(ATMs) In India, Kunal Bose 
reports from Calcutta. 

- While details are being 
' worked out, Keltron will mar- 
ket Dessaxdt-madfi ATMs. 

• The m achines will be 
imp a rt e d in either ftzftyassem- 
I bled or semi-knocked-down 
. condition. 

Dassault is Involving itself in 
Imfia at a time when the bank- 
tog Industry is going for major 


automation and computerisa- 
tion. 

Dassault' and Keltron will 
each have a 40 per cent holdBng 
in the proposed joint venture, 
wbfie roe former will provide 
technical know-how for mak- 
ing ATMs. 

The remaining 20 per cent 
equity will be subscribed by 
Indep, which represents Das- 
sault in 

The joint venture win under- 
him the t ffinmhc hwv of other 
computer-based bank a utom a- 
tion equipment once ATMs 
production has become estab- 


IF YOU CAN GET 
INFORMATION 
FASTER THAN 
TOPIC,* WE’D 
LIKE TO KNOW 
ABOUT IT. 

rj^ city’s most comprehensive financi al information 
system ia now its fastest Q9 TOPIC** Includes 3,000 pages 
What could be fester than that? And 


If you are an existing TOPIC customer a 
be all that is needed to keep you up to s] 



New warning 
on collapse 
of Uruguay 
Round 

A WARNING on the 
consequences of a collapse of 
the Uruguay Round trade talks 
came from a group of political 
and business leaders in Frank- 
fort yesterday, Andrew Fisher 
reports. 

With the deadline for the 
Uruguay Bound a month 
away, the Eminent Persons 
Group on World Trade (EFG) 
urged rapid action to ensure 
success, to prevent protection- 
ism and recession. Failure 
would hamper reform in east- 
ern Europe and hit developing 
countries. 

The need for success was 
more urgent than when the 
Bound was launched tour 
years ago, the group said. Big 
changes in Europe, including 
the Soviet Union, and many 
developing countries, "could 
be cemented only by their 
Incorporation into the liberal, 
open world economy". 

Protectionist pressure had 
grown in several Industrial 
countries, with the Gulf crisis 
creating huge problems. The 
Bound must be completed in 
December, or results delayed 
for years. 

EC governments' failure to 
end splits over liberalising 
agriculture was causing 
delays. "In many advanced 
countries with protectionist 
form policies, formers make 
up a small fraction of the pop- 
ulation and forming an even 
smaller part of national 
income.” 

Mr Otto Iombsdorift former 
German Economics Minister, 
said Mr Bens to Ruggiero, 
Italy’s trade minister, hoped 
EC governments would give 
Brussels a mandate. Those at 
the meeting included Mr Wil- 
liam BrocMx-US Trade Repre- 
sentative; Mr Francoifr-Xavler 
Ortoli. ex-EC Commission 
president, and Lord Young, 
ex-UK trade secretory. 


Agreement on shipping all at sea 

Richard Tomkins charts the difficult course towards liberalisation 


T HE maritime equivalent 
of a hornets’ nest has 
been stirred up in the 
world shipping industry by 
attempts to secure a General 
Agreement on Trade In Ser- 
vices (Gats) In Geneva. 

Part of the aim of the Gats 
talks is to secure a liberalisa- 
tion of the world market in 
shipping services, and they 
form one aspect of the broader 
talks in the Uruguay Bound 
under the General Agreement 
on Tariffs and TTade (Gatt). 
The negotiations have thrown 
I up differences not just between 
the nations involved, but 
within 

The background to the ship- 
ping agenda is an industry at 
present characterised by an 
j extensive matrix of regulations 
and agreements which in vary- 
ing degrees restrict the ship- 
I ping trades to certain partici- 
pants. 

The simplest example is the 
practice known as cabotage, 
whereby many nations restrict 
whipping within their own ter- 
ritorial waters to vessels 
owned by domestic shipping 
lines. 

At a more complex level, the 
so-called liner trades - the 
regular, timetabled services 
which carry container traffic 
between the continents - are 
governed by an international 
system of non-governmental 
agreements known as confer- 
ences. 

The conference structure 
dates back 100 years or so to 
the days when British compa- 
nies decided to put the liner 
trade market on a more orderly 
footing - or, less euphemisti- 
cally, to rig it - by co-operat- 
ing with each other on pricing 
and services. 

The idea caught on among 
the other leading maritime 
nations and today virtually all 
the world's international liner 
trade routes are covered by 
conferences. 

Rang in g in size from the 
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four-member Leba- 
non/Syrla/South TurkeyfUK 
Conference to the Far East 
Freight Conference, with more 
than 20 members, each confer- 
ence sets an agreed level of 
freight rates for the given 
route and coordinates services 
between participating shipping 
companies to provide a regular 
timetable. 

To the outsider, this looks 
like a cosy cartel which elimi- 
nates competition. Ship own- 
ers, however, say that what- 
ever monopolies they might 
once have enjoyed have been 
eroded by non-conference ves- 
sels from the former eastern 
bloc countries, Taiwan and 
South Korea, all. of which com- 
pete aggressively on price. 

The shipping companies 
argue that the conference 
structure benefits customers 
by providing them with fre- 
quent, reliable services and 
qHiMp. prices. Th» chaos that 
would follow their abolition, 
they say, would be to nobody's 
benefit. 

Nevertheless, the co nf erence 
structure has faced a number 
of challenges. One of the more 


GATT 


liMJj 


prominent ones came in the 
19608 as the developing 
nations, unhappy at the contin- 
ued domination of world ship- 
ping by their one-time colonial 
masters, sought greater partixa- 
pation in the shipping of goods 
to and from their shores. 

The result, after many years 
of effort through the United 
Nations Conference on Trade 
and Developme n t, was the UN 
Liner Code. This laid down the 
basic principle that traffic 
between two nations should be 
split according to the 40-40-20 
rule, with 40 per cent going to 
shipping companies belonging 
to Che nations at each end of 
the route and the remaining 20 
per cent left for other nations' 
vessels. 

The UN Liner Code did not 
replace the conference struc- 
ture: It was superimposed upon 
it, with mirad results. 

The US, for example, is not a 
signatory to the convention 
because it believes it is an 
unacceptable constraint on the 
freedom, of international trade. 
The EC. too, accepted the code 
only iiwrfar 8S & 40 per cent 
allocation to one of its member 
states should be transferable to 
any of tile others. 

One of the many complica- 
tions the Gate talka on 

transport services is that the 
UN Uner Code, ratified in 1983, 
was supposed to have been 
revised after an experi ment al 
period of five years. The review 
conference, however, has been 
delayed by procedural dis- 


agreements, so the Gats nfigofr 

store are discussing changes to 

a code which is already out of 

date, 

But a greater obstacle at the 
( fe t a taRrg is the confusion of 
differing interests among the 
parti cipants. 

The US, for example, entered 
the folk* a robust defender of 
liberalisation but, according to 
some observers, it has per- 
formed a lflOdfigree turn in the 
case of the shipping industry. 

The reason is that its own 
s h ippin g mwpjniifis, with their 
relatively high cost base, are 
concerned about who would 
r*YTTK> off best in an environ- 
ment of unfettered competi- 
tion. Full liberalisation would 
also come into direct conflict 
with the Jones Act, a marit ime 
law which preserves virtually 
all US coastal shipping for the 
US shipping industry. 

The position of the develop- 
ing nations is clearer. They see 
full liberalisation as being 
against their interests because 
of the Importance of regular 
shipping services to their econ- 
omies. Unfettered competition, 

they fear, would lead to the 
sudden disappearance of essen- 
tial shipping links if operators 
moved on to other routes 
where returns were bigger. It 
would also endanger their 
nascent shipping industries. 

The EC’s position, however, 

is 8S Tmrwteln gs (hat of the 

US. Its formal position is that 
shi pping should be included in 
any Gats arrangements. But It 
has angered the US by seeking 
derogation from the non-dis- 
crimination principle for all 
present and future agreements 
reached under the UN Liner 
Code. 

And it is in very consider- 
able dtifimhiaB over the issue 
of cabotage because of its 
inability, after many years of 
intense eflbrt, to reach agree- 
ment on the liberalisation of 
coastal trades even among its 
own members. 


Now we are 3 
Many Happy 

Returns 

(we hope). 



It really is the iring on the cake. From now on, all our investments will be made on 
VipVialf of the Pension Funds of not only British Coal and British Rail but also 


Barclays Bank Pension Fund. And having redrawn the Globe too, we now have a venture 
capital portfolio of £600 million in existing investments, with the same again ready to go 
into new opportunities. If you'd like to find out how you can get some happy returns too, call 
Sally Wight at QN Venture Managers on 071-245 6911. It could be your birthday. Member of imro 
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Brazilian banks cuanfe 
face downturn in 

short-term credit secret police 


Distribution of Senate seats and governorships 


Washington 


New Hampshire 


Montana 


North Dakota 


Minnesota 


By Ctw^na Lamb in Rio de Janeiro 

banks are facing Althi 
worst crisis in obtaining banks ] 
Brazil, 

K25S?*Lto International on the! 

of the country's tog- these i 
eatstate bank. onerati 

banks am Morning the risE I 
r etaliation by for- opening 
etga cred itors agnftmt Brazil’s market 
“^Hfaymant of medium* and harm tl 
long-term debt merdal 

Hr Nardso Carvalho, inter- Mr C 
national director of the Bank started 
or BrazU, said: “Both interbank making 
and commercial lines have bteevei 
been reduced to an acute fog ^ 
Point.” He estimated that such to the 
short-term credit this year ahnnid j 
would be only *4tm (£Zj06bn) to get ( 
instead of the $l5fan expected, and aft 
He said the action was paymei 
caused by creditor banks try- began c 
ing to pressure Brazil into He ai 
resuming payments on Its did not 
|60bn debt to foreign crammer- transact 
dal banks, adding amt the sit- simply 
nation had deterior a ted follow- to pay 
ing the first meeting last countri 
month between Brazil’s debt hard fb 
negotiating team and creditor keep tn 
banks in New Teak. Mr C 

The short-term Unas agreed that nn 
in September 1968 as part of agree 
the debt renegotiation are credit 
essential for flnanriwg. trade lmprovt 
and were due to continue at tion on 
the same level until next debt, t± 
March, when they expire. must in 


Although many foreign 
banks have lost patience with 
BrazU, it has never defaulted 
on the short-term Knee; indeed, 
these are highly profitable 
operations, often with little 
risk. Ironically, with Brazil 
opening up its long-protected 
market, foreign banks could 
harm their own country’s com- 
mercial 

Mr Carvalho said: “Banks 
started reducing the lines and 
mairtng the to™ unfavoura- 
ble even as early as 1988, argu- 
ing that Brazil was not keeping 
to the agreement so why 
should they? Some just decided 
to get out of BrazU altogether 
and after Brazil again stopped 
payments in July 1989, they 
began drastically.** 

He added that many banks 
did not bother using cosmetic 
transactions for getting out but 
simply naked Brazilian tumv* > 
to pay ti ffin outside the 
country and left, making It 
hard for the central bank to 
keep track. 

Mr Carvalho is confident 
that unless the foreign banks 
agree unanimously to cat 
credit to force Brazil to 
improve its negotiating posi- 
tion on medium- and long-term 
debt, the short-term situation 
must improve. 


Chrysler workforce to 
vote on three-year deal 


CHRYSLER, the third-largest 
US car maker, has reached a 
tentative three-year labour 
agreement with the United 
Auto Workers union which 
gives 63,000 workers improved 
job security, pension and 
health care benefits, Reuter 
reports from Michig an. 

The pact, readied after 
lengthy talks, matches the pat- 
tern recently set by General 
Motors and Ford, the two lead- 
ing US car makers, and 
replaces a contract which 
expired on Monday . 

Chrysler had said It could 
not afford the expensive provi- 
sions of its rivals’ labour agree- 
ments, but late on Tuesday 
both sides said they were 


ptemipj with tho deaL 

Ford and GbFa agreements 
included increased wages, and 
multi-billion dollar job and 
income security funds. 

Details of the Chrysler pact 
were withheld pending a meet- 
ing with the UAW*s Chrysler 
national bargaining coundL 
The council must approve the 
deal before putting it to rank- 
amt flte members for a ratifica- 
tion vote. 

Chrysler has had severe 
problems recently and Is seen 
as the weakest of the US’s Mg 
three car makers. On Monday 
it reported a $ZL4m (£l09-2m) 
loss for the third quarter 
against flaming a of $331m in 
the 1889 quarter. 


By Leslie Crawford 

in Santiago 

GENERAL Auguste Pinochet's 
secret police, formally dis- 
banded before the dictator 
stepped down in March, are 
alive and well and being 
nnmuvA by Chile’s new demo- 
cratic government. 

News of their continued 
existence came after a row 
broke out In Congress over 
next year’s military budget, 
which allocates $5m i£2JP7m) 
for the wages of 2,000 employ- 
ees of tire snpposedlj jlefr net 
Central National de Informa- 
denes (CNI). 

The dictatorship’s secret 
agents have been incorporated 
into the army’s intelligence 
unit, confirming suspicions 
that the CNI ceased to exist 
only tn Tuwne- ffm naii rights 
groups hold the CNI responsi- 
ble for most rights violations 
committed under Gen Pin- 
ochet’s rale. Including more ! 
than 900 “iisappearances”. ; 
They believe Gen Pinochet dis- 
solved the force to put its 
agents and files beyond the 
reach of civilian courts. 

In Congress, several sena- 
tors of President Patricio Ayi- 
wln’s ruling coalition said 
they would vote to scrap the 
CNI Item from the military 
budget. 

Senator Jorge Lovanderos, a 
Christian Democrat, said: “I 
hope the army wQl take steps 
to rid itself of these people 
before parliament has to do it 
for them." He accused former 
CNI agents, underemployed 
since the restoration of democ- 
racy, of lending their services 
to griminaiw- “They are organ- 
ising illegal loan rackets, rob- 
beries, extortions and drag 
trafficking,’* the senator said. 

When challenged in the Sen- 
ate to explain why a demo- 
cratic government continued 
to fund the dictatorship’s 
secret police. Dr Patricio 
Solas, defence 01101810:, said 
he had intended to give mili- 
tary expenditure “some conti- 
nuity". Only the conservative 
opposition parties appear to 
back Ww- 

• Chile’s 300,000 public sec- 
tor employees wfil get a 25 per 
cent wage increase in Decem- 
ber, Mr Alenjandro Foxley, 

flniinwi minister, aimnwru fj 

yesterday. 
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Bush factor 
may dent 
mid-term 
poll hopes 

AS CAMPAIGNING enters foe 
home stretch of the US mid- 
term elections, poDs an focus- 
ing mi the passible Impact on 
voters of Preside ! Bush’s 
declining approval rating AP 
reports from Washington. 

Republicans are confident 
rfhey will shrink the Demo- 
crats’ 55-45 majority in foe 
Senate, but polls now show a 

volatile electorate. 

Senator Don Nicktes, chafe 
man of the national Repuhfe 
cau senatorial committee, 
said: “I won’t deny tint in foe 
last couple of weeks the presi- 
dent's numbers have' gone 
•down" and hurt RepuMicans. 

AH 485 seats in the House 
are to be filled next Tuesday, 
‘along with 35 Senate seats, of 
which is are held by Demo- 
crats and 18 by Republicans, 
and 36 state governorships. 

The map (fori) shows current 
distribution of Senate seats 
and governorships. 


Cuomo’s opponent falls on his sword 

Martin Dickson on a ‘kamikaze mission’ to unseat New York’s governor 

A “kamikaze mission”, be a profound humiliation for -* — — *- *- — " * * — 

That was the pro- the state party built by the 
phetic phrase used likes of former governors 


A "kamikaze mission”. 
That was the pro- 
phetic phrase used 
last year by one Republican 
US senator to describe his 
party’s attempt to unseat Mr 
Mario Cuomo, the popular 
Democratic governor of New 
York state and a potential 
presidential candidate, in 
next week's mid-term elec- 
tions. 

But kamikaze flights gener- 
ally do not crash before they 
leave the ground, and that Is 
the rare accomplishment of 
Mr Pierre Rinfret, New 
York’s Republican candidate 
for governor, a political 
unknown who has a grating 
style of speech, some bizarre 
policies and a penchant for 
public rows with the hierar- 
chy of his own party. 

So disastrous has the 
Republican effort been that 
the latest opinion polls show 
Mr Rinfret getting only 11 per 
cent of the vote, and possibly 
being beaten into third place 
by the minor Conservative 
Party, while Mr Cuomo 
rumps home with GO per cent 
or mare of the polL It would 
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be a profound humiliation for 
the state party built by the 
likes of former governors 
Thomas Dewey and Nelson 
Rockefeller. 

The campaign could have 
more serious repercussions 
for the Republicans than a 
few red faces. At a state level, 
foe Democrats could match 
control of the Senate, giving 
them the governorship and 
command of both houses for 
the first time since the mid- 
1980s. That in turn would 
give them a powerful say 
over the redrawing of state 
and Congressional electoral 
district lines. 

And at a national level the 
Republicans have missed a 
golden opportunity for a 
mud-slinging assault on Mr 
Cuomo in advance of the 1992 
presidential race. 

The governor, who consid- 
ered but then refected a bid 
for the presidency in 1988, 
testily brushes aside ques- 
tions on whether he might 
run in 1992. But many Demo- 
crats believe he would be the 
party’s best bet to break 
recent Republican dominance 
of the White House. 

His early training as a law- 
yer has made him a powerful 
orator and a master of the 
passionate, gut-stirring 
phrase and the dramatic 
pause. Put that together with 
his liberal policy record in 
New York and many Demo- 
crats argue that you have a 
powerful candidate who can 
capitalise on what what 
many analysts see as a grow- 
ing hacjriaah against the eco- 
nomic polarisation that 
accompanied the Republican-' 
dominated 1980s. 

Yet after eight years as 
governor, Mr Cuomo himself 
Is hardly unassailable to 
Republican barbs. The state 
may still be the second-most 
powerful economy in the 
union after California, but 
the boom it enjoyed In the 
mid-1980s is ending in a sharp 
economic downturn and New 
York faces its worst fiscal cri- 
sis since the mid-1970s. 

In an attempt to balance 
this year’s budget, Mr Cuomo 
has signed into law large tax 
increases, but now acknowl- 
edges that a deficit is still 
inevitable, meaning fresh 
budget cuts. 

1991 looks even more 



ELECT W>WS 

alarming. Wall Street has cut 
the state’s credit rating to its 
lowest ever and critics charge 
that the governor has been 
too slow to wield the budget- 
ary 

All this has certainly hit 
Mr Cuomo’s popularity, but 
not nearly to the same extent 
as that suffered by incum- 
bents in neighbouring New 
England, where recession has 
encouraged an angry “throw 
the bums out” attitude 
among voters. 

There are several reasons 
for this. One is pnblic 
acknowledgement of the 
scale of the social problems 
facing the state - including 
soaring drugs- related crime 
and an Aids epidemic — and 
the governor's generally well- 


regarded policy initiatives in 
these areas and the environ- 
ment. 

Another is an ability to 
avoid getting stuck with too 
much blame when things go 
wrong. Mr Cuomo has been 
careful to place responsibility 
for some of the state's fiscal 
woes on the Reagan era’s 
“fend for yourself federal- 
ism”. 

He can distance him- 
self from the dire financial 
and crime problems facing 
New York City, where Mayor 
David Dinkins is in the fixing 

Hnm 

A third factor is that, 
despite all the liberal rheto- 
ric, the Governor’s record in 
office has been one of middle 
of the road compromise, giv- 
ing hi™ an appeal on both 
sides of the state’s geographi- 
cal divide: the Democratic 
heartland of New York City 
and the Republican-leaning 
suburbs and deeply rural 
upstate region. 

So while he has success- 
folly thwarted eight a ttempts 
to reintroduce the death pen- 
alty, he has also presided 
over the most sweeping pro- 
gramme of prison construc- 
tion In New York’s history. 

Given all these strengths, 
the Republicans found it even 


hard to conjure up a chal- 
lenger for the gubernatorial 
race. The name of Mr Rinfret, 
a 66-year-old economic con- 
sultant, only emerged during 
a desperate search through 
the address book of a Man- 
hattan banker. 

Mr Rinfret, whose debating 
style has all the subtlety of 
an aggressive bar-room bore, 
turned out not even to be a 
registered member of the 
Republican party. He pro- 
ceeded to clash with its state 
tottiiwaiiip over the amount 
of political and financial 
backing they were giving 

him. 

To underline his alleged 
lack of funds, he travelled by 
Greyhound bus to his televi- 
sion debate with Mr Cuomo. 

Some of his more extreme 
policies have also raised eye- 
brows, such as proposals for 
the chemical castration of 
rapists and a suggestion - 
later abandoned - to recruit 
up to 100,000 armed vigilan- 
tes to fight crime in New 
York City. 

With an opponent like this, 
Mr Cuomo has been able to 
conduct a relatively low key 
campaign, preserving energy 
perhaps for the brutal expo- 
sure be will face if he runs 
for president in 1992. 




Governor Cuomo: his opponent is a political unknown who has shot down Ms campaign 


High car sales Mexican unions in minimum wage call 

help boost I By Richard Johns in Mexico City 

US spen din g MEXICO’S Labour Congress this year of 22 per cent . Chamber for Industrial Trans- 

IT O /cm is tn demand a no ner cent An alliance between the srov- formation, earlier this week 


Throughout the United Kingdom 


By Anthony Harris 
in Washington 

A SURGE in car sales In 
September, to take advantage 
of mid of year discounts, and 
the effect of sharply higher 
petrol prices goes some way to 
explain the unexpectedly 
strong consumer spending 
component in US GNP figures 
announced on Tuesday, 
according to more detailed 
monthly figures published yes- 
terday . 

The date for factory orders 
and two industrial surveys 
help to explain industry’s con- 
tinued pessimism despite rh* 
strong figures. 

The figures show that while 
Incomes rose in September, 
personal consumption expen- 
ditures rose 14, per cent, the 
biggest rise since June. How- 
ever, since the consumption 
expenditure deflator rose 0.8 
per cent, the real rise 
was a more modest 0.3 per 
emit. 

This was more than 
accounted for by the rise in 
car sales. Spending on non-du- 
rables rose 1.4 per cent In 
money terms, but fall in real 
terms, since higher oil prices 
more than accounted for the 
jn qwiy. 

Car sales patterns and oil 
prices also distorted the fig- 
ures for factory orders, which 
rose 0.1 per cent In value In' 
the month, well below Wall 
Street expectations of a 0.9 per 
cent rise. 


MEXICO’S Labour Congress 
<CT) is to demand a 30 per cent 
rise in the minimum daily 
wage from next January, in 
direct opposition to the policy 
of government and business. 
Both these groups are attempt- 
ing to phase out minimum 
wages as prices are gradually 
liberalised. 

Under government policy, all 
pay increases should be based 
on productivity and economic 
growth. Price liberalisation 
comes amid speculation over 
Mexico’s economic stabilisa- 
tion and adjustment pro- 
gramme, which has reduced 
inflation from more than 150 
per cent in 1997 to a rate so far 


this year erf 22 per cent . 

An alliance between the gov- 
ernment and the Confederation 
of Mexican Workers (CTM), 
traditionally loyal, is weaken- 
ing. This follows the dedining 
control over the labour move- 
ment of Mr Fidel Velasquez, 
the veteran union boss, after 
ho sided with management in 
two bitter disputes earlier this 
year. 

Defections from the main- 
stream CTM have increasingly 
threatened to undermine the 
economic success of the admin- 
istration In renewing growth 

and Curbing 

Mr Roberto Sanchez de la 
Vara, president of the National 


Chamber for Industrial Trans- 
formation, earlier this week 
forecast that the minimum 
wage would disappear when 
the present phase of the 
stabilisation pact came up for 
renewal at the end of Jan- 
uary. 

Last week the private sector 
Centre for Economic Studies 
calculated that, the purchasing 
power of the Tntrnmnm daily 

wage had fallen by 38.5 per 
cent since December 1987. 
According to a study by the 
Chamber of Deputies, 6.5m 
Mexican heads of family sur- 
vive on the minimum wage or 
less, 31 per cent of the econom- 
ically active population. 


Notice of Interest Rate* 


To the Holden of 


The United Mexican States 

CoOateraHzed Floating Rate Bonds Due 2019 

NOTICE IS HEREBY GIVEN that die interest rates covering the interest period from 
October 30, 1990 to April 30, 1991 are detailed below: 

Interest 

Payment 

Series Dgajgngtiga Rate Intertit Aimwnr ' Dare 

USD Discount Series B 8.875 Pet. PA. USD 44.87 Per USDS 1,000 April 30, 1991 
YEN Discount Scries 9.1875 Pet. PA. YEN 4,643.00 Per YEN 100,000 April 30, 1991 

CITIBANK. NJL.A** 


November 1, 1990 
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“Is it still safe 
to lease my 
high-tech assets?’ 
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Recent events in the computer- 
leasing industry have left all of us — 
lessors and lessees alike — justifiably 
concerned. At Comdisco, we want 
to assure you that leasing is still 
safe, provided you lease from the 
right company. 

■ Leasing allows you to migrate to 
new technology during the lease 
term as the price/performance 
improves or as your needs change. 

■ Leasing gives you access to leading- 
edge technology while transferring 
the risk of obsolescence to your 
leasing company. 

■ Leasing improves your cashflow 
and balance sheet, and preserves 
your capital for other needed assets. 

More than 5,000 companies around 
the world, including the majority of 
the Fortune 1000 , lease high-tech 
assets from Comdisco, the world's 
largest independent lessor and 
remarketer of computer and other 
high-tech equipment 
If you're looking for a leasing 
company with integrity, financial 
stability, manufacturer indepen- 
dence, and fair contractual terms & 
conditions, call Comdisco today. 
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Comdisco C.K. Lie 
Comdisco House 
Bennetts C:ose 
C pperha.n 
Berkshire SL' 5A P 
0753 825456 


Yamaichi and ^bu. Performance that pays. 

Privately. 


You had to per f o rm to accumulate your wealth. Shouldn't your bank have to perform 
to manage it? 

Yamaichi Bank (Switzerland) is dedicated to achieving performance for private 
diems. You set die investment goals, we develop the strategies to achieve them. This 

we are well equipped to da Yamaichi 
Securities, our parent, is the oldest securities 
bouse in Japan. It has a commanding presence in 
world markets. And is a leading innovator in 
index-beating investment programmes. 

That is one part of performance. The other part is 
personal and very private service. 

We are a Swiss bank; part of the world’s most 
privileged private banking tradition. Our edge 
must, and does, lie in performance. 



TO would be pleased to discuss bow to make your 
money perform. Ybu may contact us by post or m 
person. 


YAMAICHI Please send me your booklet "The Art of Private 

P e r f or m ance” together with full account opening firms. 

Yamaichi Bonk (Switzerland) 


Name. 


FT.29.10.9Q 


Post to: 


Rdf Zenger, Ytmaicbi Bank (Switzerland}, Head Office, Bahnhofstmsse 92, 
PO. Box 6033, 8023 Zurich, Switzerland. Teh (01) 228 6511. 

Kurt Gsdrwmd, Yunaichi Bank (Switzerland ), 18-22 rue Plantamour, Case 
postale, 1211 Geneve 1 , Switzerland. Teb (022) 732 45 65. 

Fernando Semim, Ytmaidri Bank (Switzerland), Via Ariosto 5, 6900 Lugmo, 
Switzerland. Tel: (091) 226313. 


Issued by Yamaichi Bank (Switzerland) LuL, and, for the purpoies of Section 57, financial Services Act 1986, 
approved by Yamakhi Asset Management (Europe) Led., which is a member of IMRO. 






BUT ST'S TRUE. Not leaving a legal, valid WHI behind JL ySf 

yon could mean that your family inherits only worry, i ** 

heartache and hardship. They conW even lose the family ■ ■ „ 

home that you assumed would be theirs by right. "f SifoL/v 'xT .^Wf ' \ 

That’s why you simply must make (or update) a proper / ?! f 

Will, now, however modest your ‘estate* may be. It’s not \ j 

difficult, or expensive, but it is very important. J 

OUR FREE 16 PAGE BOOKLET tells you all you need to know about leaving money, 
property or other belongings to those who YOU want to benefit, and not to the tax m a n . 

Zt also explains how — if you wish - you can also leave somet h i n g, tax free, to a deserving Charity 
like the Distressed Gentlefolk’s Aid Association. For over 90 years it has been helping to lift what 
now amounts to thousands of men and women — largely educated professional people, previously 
dedicated to helping others. Rescuing them, in fact, from the mental torture of bereavement, 
financial crisis and approaching frailty. 

How? First by helping to keep them in their own familiar homes and later, if health deteriorates, 
in one of THIRTEEN Residential and Nursing Homes mai n tained by the Charity where the 
company and conversation of kindred spirits makes growing old a pleasure instead of a penalty. 

Naturally we hope you will want to assist us through your Will to 
• • \ continue this immensely caring work, but - for your family’s sake - do 

V \ write or phone for this excellent illustrated booklet. 






THE DISTRESSED GENTLEFOLK’S 
AID ASSOCIATION 

Founded 1897 Patron HM. Queen Etiaabeth, the Queen Mother 


To the DGAA, Vicarage Gate House, Vicarage Gate, London W34AQ Td; 07 1-229 9341 
Pkase tend me, without obligation, free copy of "How to Make YourWUT 


fell! 


Address 


n 




A nation determined to improve its image 


John Barham on Argentina’s determination to seek a new role in international politics 


A rgentina wants to 
he taken seriously as a 
sensible member of the 
western world. In few other 
countries would that aspira- 
tion amount to a major innova- 
tion. 

President Carlos Menem's 
decision in September to send 
a token force of two warships 
to help enforce the United 
Nations trade embargo against 
Iraq was intended as a telling 
symbol of Argentina's determi- 
nation to seek a new role in 
international politics. 

Argentina has not enjoyed a 
positive image in living mem- 
ory. Vicious military dictator- 
ships, shrill nationalis m, vain 
strategies to dominate Latin 
America, a menacing accumu- 
lation of weaponry and the 
Falkland Islands conflict in 
1982, disgraced Argentina for 
much of the post-war period. 
Former president Raul Alton- 
sin’s effort to cleanse Argen- 
tina’s soul collapsed amid 
hyper-inflation and military 
uprisings. 

Argentina is now happy to 
accept the modest role in world 
affairs that befits a small 
nation sadly diminished by its 
own mistaken policies. 

Mr Domingo Cavallo, foreign 
minister, said: “During the 
decades of economic isolation- 
ism [Argentina] created doubts 
about Its position in the west- 
ern world. Now the attitude Is 
different It wants to be a trust- 
worthy partner in the interna- 
tional system we think will 
emerge after the Gulf [crisis].” 

Diplomats often recall with 
shame Argentina's anti-Ameri- 
can and pro-Nazi sympathies 
during the second world war 
and rue the cost of adopting a 
neutral foreign policy during 
the ensuing decades. They 
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most of Argentina's exports. 

Officials claim subsidies cost 
Argentina 83.5bn a year. 
Argentina counts on US sup- 
port in future debt reduction 
negotiations. Mr Cavallo hopes 
debt-equity conversions and a 
Brady debt reduction mecha- 
nism will halve its commercial 
bank debt in two years. And by 
signing investment protection 
agreements with developed 
countries he hopes to improve 
the investment climate. 
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Seeking a new more positive international role: Argentina is sending navy warships to the Gulf 


want to avoid a similar mis- 
take with the loosely-defined 
group of western nations they 
believe will dominate the post- 
Cold War political and eco- 
nomic system in the same way 
as the United States dominated 
the world after 1945. 

Argentine officials must 
have been thrilled to hear Mr 
Tristan Garel-Jones, a Junior 
foreign office minister, say dur- 
ing a recent visit to Buenos 
Aires that the decision to join 
the Golf forces “is as signifi- 
cant In Latin American terms 
as the collapse of the Berlin 
walk This is the first reaction 
of consequence by a Latin 
American country to the new 
world order.” 

The broad outlines of the 
new foreign policy were laid 
down in the first months of the 
Menem administration last 


year, when talks with Britain 
over the Falkland islands 
began. Diplomatic relations 
resumed last July. Although 
Argentina still claims the 
islands, it has decided to put 
the claim on ice when discuss- 
ing technical issues like fishing 
rights with the British. Above 
all. ties with Britain clear the 
final obstacles to a full rela- 
tionship with the EC. 


T HE United States, once 
feared and loathed, has 
given Mr Menem strong 
support following his conver- 
sion last year to free market 
policies. Mr Cavallo, who is 
also a respected economist, 
says his foreign policy mirrors 
Argentina’s economic policy: 
“We are establishing an eco- 
nomic system that has to be 
accompanied by a foreign pol- 


icy to participate [In the world] 
like Canada and Australia, that 
have physical and human 
resources like our own.” 

Officials are careful to avoid 
creating expectations of a sud- 
den inflow of investment capi- 
tal, and trade and debt conces- 
sions from the developed 
world. Nonetheless, a diplomat 
commented: “They can’t pub- 
licly imply or state there will a 
trade-off, but on another level, 
they hope there will be an 
impact - they sort of expect 
something.” 

Several items are of concern 
to Buenos Aires. At the top of 
the list is the future of the Uru- 
guay round of trade talks. 
Argentina, like most exporters 
of foodstuffs, seeks elimina tion 
of US and European Commu- 
nity subsidies that distort 
trade in grains that make up 


L IKE most Latin coun- 
tries. Argentina, once 
spurned investment as a 
threat to its sovereignty. How- 
ever, as one Argentine 
observer commented, it will 
take time for the outside world 
to overcome misgivings “given 
Argentina’s past bad record, 
and given that the economy is 
not stable, and that people are 
still not 100 per cent confident 
of the honesty and ability of 
the president's entourage.” 

He said during the annual 
World Bank and IMF meetings 
last month that “most people 
were talking about Mexico and 
Chile as investment possibili- 
ties, not Argentina or Brazil.” 

That is troubling, since 
Argentina and Brazil are reviv- 
ing moribund plans to crests a 
regional common market Bue- 
nos Aires also recognises that 
its arms industry concerns the 
US and Europe. 

Although Brazil and Argen- 
tina insisted their economic 
difficulties had reduced bud- 
gets for building atom bombs 
and strategic missiles, suspi- 
cions still linger. Both sides 
report significant advances fn 
bilateral nuclear safeguards 
and “Initial conversations” 
over curbing develop- 

ment 


Strikes prompt resignation of provincial governors 


By John Barham in Buenos Aires 


STRIKES and protest marches forced 
the governors of two Argentine prov- 
inces to resign on Tuesday, as their 
administrations sunk deeper into debt 
and disarray. 

Mr Nestor Peri and Mr Ricardo de 
Aparid resigned as governors of the 
Patagonian province of Chubut and the 
north-western province of Juiuy. They 
win be replaced by their deputy gover- 
nors. 

People celebrated in the streets as 
the two men announced their depar- 


ture. Mr Peri resigned as the local leg- 
islature decided to impeach hhn for 
embezzlement and maiadminig tratifm. 

Most of Argentina's 24 provinces free 
serious financial difficulties as reve- 
nues dry up and expenditure continues 
to rise. Governors complain that the 
federal government has delayed paying 
oil royalties and taxes it collects on 
their behalf. 

Last year the federal government 
reduced regional development incen- 
tives, pitching local economies into cri- 


sis. President Carlos Menem blames the 
provinces for increasing, rather than 
reducing, expenditures as revenues 
decline. 

Politically sensitive public sector 
wages absorb nearly all local govern- 
ment budgets. 

Significantly, Hr Perl and Mr de 
Aparid belong to anti-government fac- 
tions of the Peronlst party, now domi- 
nated by Mr Menem. 

The government is or ganising a res- 
cue package for the provinces. A $100m 


(£5 l,5m) fond is to be created fay 
advancing tax revenues. Provinces 
deemed to have stabilised their 
finances will be allowed more money, 
while those which have not will tie 
pe nalised. 

Ironically, when Mr Menem and Mr 
Erman Gonzalez, his economy minis- 
ter, ran the province of La Rioja, the 
two men excelled at ftniHng creative 
solutions for ballooning state spending; 
such as printing La Rioja’s own enr- 
rency. 
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96 reasons 



partners 



with business is not 


an empty word 


EMD combines the strengths of IMI 
and IMEDE, two of Europe's most presti- 
gious management schools. Our unique 
heritage stems from 70 years of close part- 
nership with business around the world. 

In tact, over 90 companies from 26 coun- 
tries participate actively in the develop- 
ment of IMD - either as Business Associa- 


tes or Sponsors. They provide impetus and 
reality to our integrated and practice- 
oriented learning methods. And contri- 


bute towards enhancing the relevance of 
management education. 

In return, companies enjoy priority 
access to private management education pro- 
grams, research projects, seminars and 
workshops, as well as other resources of IMD. 

This continuous feedback, and ex- 
change of experience are fundamental to 
the renewal of IMD's vision, that of being 
the world’s foremost international man- 
agement institute today. And tomorrow. 





A New School of Thought 


For a copy of our brochure write or call Marie-Dominique CaJrio, or Anita Renaud. Room 301, 
Internationa] Institute for Management Development (IMD). P.0. Box 915, 1001 Lausanne, Switzerland 
Tel: ++ 4f2l 6180111. Fax: ++ 41 21 266725. Tlx: 45587L 
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WAGE RESTRAINT 

Employers join 
government in 
snub to unions 

By John Capper and Pater Norman 


Unemployment ‘may rise’ to European levels 


ky the Trades 

tte talks on how to moderate 
5JJwa8e costs after 
Bntoto’s entry to ftxll member. 


System was rejected by the 
Eovmvment and. employers 
y ester day. 

.. leaders told the 
National Economic Develop- 
ment Council that a group of 
employers and onion leaders 
uunud discuss pay and produc- 
tivity as part of a national 
assessment of the effects of 
entry to the EMS exchange 
rate mechanism. 

. The ^ offer, which they 
insisted did not mean they 
would accept cuts in real wage 
levels, was rejected without 
discussion by Mr Michael 
Howard, employment secre- 
tary.. and leaders of the Confed- 
eration of British Industry. 

Mr Howard said he was “not 
able to identify anything new 
that the TUC was offering". Mr 
John Banham, CBI director- 
general. said it seemed like “a 
replay of a broken gramophone 
record from the 19703". 

The meeting was warned by 
Mr Walter Eltis, director-gen- 
eral of the National Economic 
Development Office, that 
unemployment may have to 
rise by 500^00 in the next two 
years to reduce earnings 
growth in Britain to levels 
comparable with other Euro- 
pean countries. 

He estimated that earnings 
growth would fell to 8 par cent 
next year as inflation fells. But 
a further 2 percentage point 
fell would be required if Brit- 
ish industry is to be competi- 
tive in Europe. 


Union laagers 

talks chaired by a minister 
could help labour market 
adjustment to ekm. Mr John 
Edmonds, leader of the GMB 
general union, said they 
wanted to work out a idem to 
help avoid the lose of Jobs. 

Mr Edmonds said the TUC 
was offering a fresh approach 
to pay bargaining. However, 
Mr Rodney Bickerstaffe, gen- 
eral secretary of the public sec- 
tor Uni on NtJrg and r hjrirm )W| 

of the TUC economic commit- 
tee, insisted that it meant 
“nothing in terms of wage 
restraint or sacrifice or cuts". 

Mr Banham said he did not 
behave the TUC could deliver 
any offer of wage moderation. 
He said employers had to stick 
to local bargaining with unions 
because they knew best what 
level of wage rise they could 
afford to remain com p eti tiv e. 

Mr Howard also supported 
local pay bargaining: “We can- 
not have a pay norm across 
industry: when it has been 
tried in the past it has been 
disastrous. The sensible way 
forward is to have 
at local level," he 

Du ring the meeting. Mr Nor- 
man Willis, TUC general secre- 
tary, said unions and employ- 
ers should enter a “social 
dialogue" on the effect of ERM 
entry. He said there was now 
an urgent need for a “top 
level" group to discuss it 

Mr Edmonds suggested that 
joint talks could nave led to 
unions placing greater trust in 

forecas ts Of Hprmrmp mflatim 

This might have led to lower 
wage demands, instead of ones 
based on the past year's 

Inflating 


By Edward Ban® 

UNEMPLOYMENT in Britain 
may have to rise by 500,000 in 
the next two years to reduce 
earnings growth to levels com- 
parable with other European 
countries unless there are 
changes In UK wage-setting, 
the National Economic Devel- 
opment Council was told yes- 
terday. 

Mr Walter Eltis. director 
general of the National Eco- 
nomic Development Office 
CNedo), told the council that 
continued growth of earnings 
above 6 per cent, combined 
with a slowdown in overall 
productivity growth, would 
reduce the competitiveness of 
the UK. 

Mr Eltis estimated that earn- 
ings growth will decline to 8 
per cent next year as Inflation 
starts to fall. But a further 2 
percentage point fell in earn- 
ings growth will be required if 
UK industry is to remain com- 
petitive now that a devaluation 
of sterling is in effect ruled out 
by membership of the Euro- 
pean exchange rate mecha- 
nism. 

The effect of the exchange 
rate commitment will be to 
place downward pressure on 
profit margins and therefore 
wages; A loss of between 
300,000 and SOOfiOO jobs may be 



Unemployment tears.' Walter Eltis at the Nedo meeting outlines stark policy choices 


required to moderate earnings 
growth by 2 percentage points. 

A rise in the total unem- 
ployed above 2m is inevitable 
unless entry into the ERM 
alters the behaviour expecta- 
tions of wage negotiators, Mr 
Eltis suggested. 

International precedents are 
not encouraging. The trade-off 
between lower wage inflation 
and higher unemployment - 
the Phillips curve to genera- 
tions of economists — is stiff as 


relevant as ever to wage bar- 
gainers and gn w mn’ipnta alHcfl. 

Unemployment in France 
rose by over 500400 between 
1983 and 1967 - following the 
country's entry to the ERM in 
1919 - before French inflation 
fell to German levels. A similar 
rise in unemployment occurred 
in Italy over the same period. 

However, Mr Eltis said Italy 
managed to reduce inflation 
from a higher s tar tin g point in 
that period, in part because the 


previous practice there of 
Indexing pay to inflation was 
substantially reduced following 
bpu e ntr y. 

He argued that negotiators 
in Britain should focus on pro- 
spective Inflation and increases 
in producer prices rather than 
fixe retail price tndftr, which is 
currently rising 3 per cent fes- 
ter, to achieve a similar effect 

Mr Eltis noted efficiency 
gains in the labour market 
over the past decade and wel- 


comed efforts to introduce 
more flexibility into pay set- 
ting to reflect differences in 
the demand for labour across 
regions and types. 

He warned, however, against 
the “dangerous practice” of 
U nking p ay increases to pro- 
duettetty gams within individ- 
ual finny, which he could 
lead to wage increases “largely 
unrelated to recruitment and 
retention needs". 

Mr Eltis said productivity- 
based rises in manufacturing, 
where 20 per cent of the work- 
force is employed, tended to 
spread through the economy as 
other employers were forced to 
match them to recruit and 
retain employees. 

He said this led to wage 
increases not justified by pro- 
ductivity gains, and so 
increased prices. 

Productivity gains in maim- 
factoring should be instead be 
reflected in lower prices, 
increasing international com- 
petitiveness. 

The provision of better infor- 
mation on subjects such as 
regional caste of living; would 
make it easier for wage bar- 
to be sensitive to local 
id conditions, Mr Eltis 


Union leaders yearn for voluntary incomes policy 


AS British employers and labour 
unions struggle to adjust themselves to 
wage bareainine within the Eurooean 
Monetary System, Mr Ken Gill, general 
secretary of the BASF general technical 
union, believes some union leaders 
have started feeling “a love that dare 
not speak its name", writes John Gap- 
per. 

That love is far wage restraint, in Mr 
Gill's view. He thinks they want to 
return to a voluntary incomes policy 
under which mrinwa would moderate 
pay Armnndw in Una with nationally-sat 
norms. The object would be to reduce 
Sm risk Of «m<wii|»to yiiu»iit rnidw t hy 


EMS exchange rate mechanism. 

Some union leaders, most notably Mr 
John Edmonds of the GMB general 
union, want changes in how wages are 
set. The Trade Union Congress’ rejected 
offer to hold tripartite talks on subjects 
including pay, investment and t raining 
might have included discussion of 
fafiftHmUfaitnH pay demands. 

The TUC is clearly not offering any- 
thing resembling a fell-blown r et ur n to 
the voluntary incomes policies of the 
late 1960s. Furthermore, union leaders 
have insisted that a reduction in real 
wages would not form part of any talks 
with employers or government. 


There remains copsidoraUe ambigu- 
ity about what the TUC means. Its 
paper at yesterday's meeting of the 
National Development Coun- 

cil talked murdy of the mnkm move- 
ment being “willing to accept Its 
wx ymdWHtiac to HVOid" COStS 88 
Inflationary pay rises. 

At Olte f Ur John B a *i1wnn of 

the C onfedarotinH of nrfHwh industry 
dismissed this as lw hig only “a broken 
gramophone record from the mid- 
1970s”; at the other, Mr Edmonds 
envisaged a group chaired by a minis- 
ter trying to convince wage bargainers 

that Inflating will Ml. 


This would not imply an abandon- 
ment Of “HiflaHnn^ilnii" rtafrima or B CUt 

in real wages. It would merely avoid 
the “backward indexation” of wage 
claims to past inflation. Mr Edmonds 
Bays unions might accept rises below 
the historical rate of inflation if they 
believed the forecasts. 

Mr Gill sayB some union leaders are 
“obsessed with the idea of talking to' 
governments and doubts whether any 
wage agreement could be effective. 
•We cannot even agree on tiny 
The idea that we could reach a strate- 
gic agreement of that kind is silly,” he 
says. 


Insurance 
group to 
face DTI 
inquiry 

By Richard Lappor 

THE GOVERNMENT ia to 
launch an investigation into 
London United Investments, 
the insurance group, more 
than seven months after Us 
shares were suspended. 

News of the inquiry c ome s a 
day after ^ of 

a LUI subsidiary, HS Weavers 
(Underwriting) Agencies, 
anno unced that legal actio n 
was to be *wit«i against former 
leading figures in the group. 

LUl’s troubles stem from the 
difficulties of its Walbrook 
Insurance subsidiary and six 
small reinsurance subsidiaries, 
w hich have been -found to be 
under-reserved by as much as 
£l00m for future claims. In the 
London insurance market LUI 
had been one of the most 
important insurers of “long 
tail" US liability business in 
which ftfehns often arise many 
years after the policy was writ- 
ten. LUI specialised in provid- 
ing insurance for doctors, 
accountants and otto profes- 
sionals all of whom have been 
hit by a growing number of 
court awards in an Increas- 
ingly litigious climate. It was 
particularly badly hit from 
nlaiTTis arising from policies 
writt en In the early 1980s when 
policies gave more generous 
coverage. Following the sus- 
pension of LUI shares in 
March, efforts by the company 
to raise fresh capital felled and 
tho company in adminis- 
trators in May. 

The Department of Trade 
and Industry has appointed Mr 
Angus Hugh Gilroy, of BDO 
Binder Hamlyn, the accoun- 
tancy firm, as one of the two 
investigators who will exami ne 
LUI under the terms of section 
432 of the Companies Act 


Pension fund row at Imperial 
Tobacco ends with court ruling 


By Raymon d Hughes, Law Courts Correspondent 


PENSIONERS fighting over the 
future of the £LSbn T m pwri a i 
Tobacco peosioD fend ^yester- 
day claimed a partial victory in 
the High Court 
to a ruling with far-reaching 
Implications for all pension 
foods, a senior judge held that 
a had no power to 

sta t u in advance tha t it w ould 
veto all proposed future pen- 
sion increases. ' - ■ 

Imperial pensioners had 
complained that the company, 
part of Hanson Trust, had 
reded Hat future increases for 
fend members of more titan, 5 
percent. • • 

During yesterday's hearing; 
Imperial claimed that ft had 
not set its- fece "for all time" 
against higher increases. 

In his ruling Sir Nicolas 
Browne-WUkinson, the 
Vice-Chancellor - the s enior 
judge of the Chancery Division 
— said the company must con- 
duct Itself in such a way as not 
to destroy the relationship of 
trust and confidence between 
employer and employee “with- 
out reasonable arid proper 
cause." 


However, he rejected the 
pensioners’ ar g um ent that the 
fund’s management committee 


could grant increases without 
the company's consent. 

The matter had gone to 
court because of a dispute over 
Imperial's plan to give the 
2BjOM. members of its pension 
fund - which was dosed as a 
protective move when the 
g ro u p was taken over by Han- 
son in 1986 - the option to 
transfer to a new open scheme. 

The old fund appeared to 
restrict inflation-linked 
increases to 5 per cent The 
new scheme, on the other 
band, guarantees future 
increases of up to 15 per cent, 
but would be open only to pen- 
■rimwi-B opting to fefcff immedi- 
ately a reduced pension. 

Most of Imperial's 4,284 
employees, and more than half 
the pensioners, have accepted 
the new offer. 

Some members of the' old 
fend contended that the new 
scheme was unnecessary since 
the rules of the old one permit- 
ted the committee to give 
increases above 5 per cent 


without the company’s con- 
sent 

They suspect a pkry by Impe- 
lled, and through it Hanson, to 
prin a«yat to the w»»hlp SUP- 

pft ifi fe the old ftitui- 

The company denies any 
gnrfi intention. 

During the hearing, the 
judge said the company's aims 
were “shrouded in mystery” 
but that all the evidence 
suggested its objective was to 
decant the closed fund into an 
open fund and thereby reduce 
its contributions to the new 
scheme. 

He said he was at a loss to 
know why the benefits 
increases, which the company 
insisted could be provided by 
the new scheme, could not be 
provided by the old one with- 
out members having to trans- 
fer. 

Mr David Russell, solicitor 
for a fund member, described 
the Judgment as being “a land- 
mark in controlling the activi- 
ties of companies who hitherto 
have had a tendency to regard 
ppwgfow foods as being mere 
pawns in the market place." 


THE COST OF f 
FOOD AT WORKi 

IN TODAY’S CLIMATE CAN YOU AFFORD 
TO IGNORE THE FACTS ABOUT 
GARDNER MERCHANT? 

* ftantner Merchant wlti a turnover of £730 million px. ts U>c 

clear market leader In catering In the ILK. and Europe, 

'Kprrbant operates In 14 countries worldwide 

* aerrtng*. 495 contracts and employing 4 1,000 staff. 

„ . . Merchant cate™ for 84 of U* top IOO companies in 

* Gard ST, serving one million meals a day. 

TOmaketbecooTOCdonfto* 
Freefone 5525 

r-;A anNER. MERCH ANT 



OULD YOU PUT YOUR 
COMPANY’S NAME AT 
BOTTOM OF THIS PAGE? 



Right from the start, the priority at TaD cl a n d 
International has been to advise our clients 
rather than sell them as much as we can. 

By taking the time to consult clients about 
their own requirements and ensuring that every 
aspect is properly considered, we have become 
tile largest service provider in the European 
cellular mobile communication industry. 

Not being tied to one network or dependent 
on any particular suppliers for the mainstay 
of our business gives us the freedom to think 
and act only in your best interest. We can give 
yon unbiased business advice on any aspect ~ c 
mobile communication; long or short term, 
national or international, personal or i 

We can answer any of the many qu 
you may still have about a i r time , netwc 
•cost saving, messaging, paging, private 
to name a few. 

Any recommendation we make is 
a full list of after-sales options, such i 
& warranty cover and professional 
ft is also supported by a comp 
nal service network of highly ' 

You will find also that the I 
ply and install, such as the NEC 
hare, are of the highest quality angers 
only from the world's leading : 

When you are considering T 
business and the benefits that 
nications can bring, one phoi 
International will clear the ; 

You present the probl 
die solutions. 

Our success depends 
the service and advice 
is that quality that has j 
put us where we are 

MARKS & SFENiki&illMSl 
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TALKLAND 


LOMBARD NC 

Q8 

ICELAND 
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TESCO 
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.INTSRNATIOWAL 

EUROPE’S LARGEST SERVICE PROVIDER 

WE TALK BUSINESS, NOT PHONES 
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Companies 
required 
to provide 
statistics 

By Peter Marsh, 

Economics Staff 

MAN Y of Britain's biggest 
companies will from next year 
nave to give the government 
“tailed financial information 
about business performance 
every quarter as part of an 
effort to improve economic 
statistics. Companies that do 
not comply face the prospect 
of fines. 

The Central Statistical 
Office plans to introduce the 
new statutory surveys to meet 
criticism over the accuracy of 
its fi nan ci al data from the cor- 
porate sector. 

The information from the 
surveys will help to calculate 
snch e con oaiic i ndicators as 
growth of output and demand, 
and the size of Britain’s bal- 
ance of payments deficit. 

Lack of up-to-date and reli- 
able liifnr niatim i, particularly 
details of share ownership and 
the build-up of stocks, is 
thought to have contributed to 
large errors in the govern- 
ment’s economic statistics. 
These have misled the govern- 
ment about the state of the 
economy and may have led to 
poor policy derisions, in such 
fields as tax cuts. 

Up to now the CSO has 
relied on voluntary surveys of 
companies for much of its 
information- But the CSO says 
not enough companies have 
co-operated with these exer- 
cises to make results valid. 

The Confederation of British 
Industry and the Institute of 
Directors welcomed the move. 
Both said it was important to 
gain b e tter UK economic data, 
though the Institute said it 
hoped that the new statutory 
duties would not impose too 
great an administrative bur- 
den on «*<n*ipiiniw or breach 
business confidentiality. 


British Gas plans power generation 


By David Thomas, Resources Editor 


BRITISH Gas, the national 
supply company, is planning a 
large move Into power genera- 
tion in order to take advantage 
of the new competition In the 
electricity industry. 

The company, traditionally 
electricity’s main competitor, 
wants to enter Joint ventures 
with the soon to be privatised 
regional electricity companies, 
as well as to run power sta- 
tions itself. 

British Gas's ambitious 
plans to diversify into power 
generation were set out yester- 
day by Mr Robert Evans, the 
company’s chairman, in a 
speech to an Institute of 
Energy conference in London. 

“British Gas intends to 
become proficient in handling 
all aspects of the power genera- 
tion market,” Mr Evans said. 

He added that the company 
had set up a power generation 
directorate to “provide a com- 
plete service, including design, 
construction and operation of 



Robert Evans 


power stations and in yet other 
cases we will be joint venture 
partners.” 

One of the main impacts of 
electricity privatisation has 
been to encourage interest in 
burning gas to generate power, 
since it is cheaper and more 


wiu'im nmmfaiHy friendly than 
traditional fuels. 

British Gas believes that gas- 
fired stations will result in 
electricity generation consum- 
ing 3 Jbn therms of gas a year 
by 1397 - equivalent to about 
a fifth of current UK gas con- 
sumption. 

This would mainly result 
from the projected construc- 
tion of 15 new large gas-fired 
power stations, with the rest 
coming from a large expansion 
of combined heat and power 
(CHP) schemes for business 
customers. 

Mr Evans indicated that 
British Gas hoped to enter 
joint ventures with the 
regional electricity companies 
to build power stations, but 
also intended to run at least 
one station b y itse lf 

Turning to CHP schemes, Mr 
Evans said British Gas was 
considering “a number of large 
scale power generation pros- 
pects which are likely to be 


developed in coni unction with 
others on an equity participa- 
tion basis." 

Mr Evans recognised that 
CHP could involve large capi- 
tal outlays for business cus- 
tomers. 

British Gas was therefore 
prepared to arrange financial 
packages for customers wish- 
ing to generate their own elec- 
tricity. 

“These may take the form of 
lease arrangements or could 
involve some British Gas 
equity participation,” he said. 

In addition, British Gas 
would also pursue electricity 
generation opportunities out- 
side the UK, Mr Evans said. 

Mr Evans argued that there 
were sufficient gas reserves 
worldwide to cope with an 
upsurge In gas-fired power sta- 
tions, but he added that 
Britain would need to “plan 
now for a judicious mix of 
indigenous and Imported sup- 
plies (of gas).” 


Government tries to curb council spending 


By Philip Stephens, Political Editor 


THE Government yesterday 
sought to impose sweeping 
new curbs on local authority 
spending to hold down the 
level of next year’s community 
charge - the controversial 
new local tax. 

The government will do this 
by setting out in advance a 
sliding scale under which high- 
spending councils will face pro- 
gesslvely tighter limits on 
“overspending" . 

The decision marks the 
abandonment by Mr Chris Pat- 
ten, the Environment Secre- 
tary, of one of the central prin- 
ciples behind the replacement 
of domestic rates - the need to 
increase local accountability. 

It also reflects the severe 
political damage to the Govern- 
ment by the charge, also 
known as the poll tax which 


pays for local services and 
amenities, in the run-up to the 
general election. 

It seems unlikely, however, 
to prevent an increase in the 
average poll tax bill from £357 
this year to around £400 next 
April 

Mr Patten combined the 
tfinpat of extensive “capping" 
of local authority budgets with 
confirmation that the Uniform 
Business Rate (UBR) - the 
local taxes paid by businesses 
— will rise in line with the 
current inflation rate by 10.9 
per cent next year to 38.6p in 

the pound. 

There will be much sharper 
increases for businesses in 
southern England because of 
the rating revaluation which 
accompanied the introduction 
of the UBR. 


Some - mostly in the retail 
sector - will face increases of 
up to 33 per cent, though these 
win be offset by reductions in 
real terms for many companies 
in central England and the 
North. 

Mr Patten emphasised that 
manufacturing industry will 
remain a beneficiary of the 
changes, but the 10.9 per cent 
increase was attacked as an 
inflationary “own goal” by the 
CBL Hie UBR would add £lbn 
to business costs next year, it 
said. 

When the Government abol- 
ished domestic rates it said 
that the poll tax would make 
councils accountable to their 
electors by ensuring that 
extravagant spending would 
result in much higher hills. 

The political judgment now 


is that it is essential to impose 
overall curbs rather than rely 
on local electors to respond by 
voting high-spending mnumic 
out of office. 

In his lengthy statement to 
the House of Commons - which 
drew fierce attacks from 
Labour and a muted welcome 
from Tory MPs - Mr Patten 
confirmed that the Govern- 
ment would add £3bn to its 
support for local authorities 
next year. Ib total it will pro- 
vide £26bn of the £39bn It esti- 
mates they need to spend, with 
the remainder coming from the 
poll tax. 

On average that should 
allow the authorities to 
increase their budgets by 7 per 
cent - significantly less than 
the current rate of inflation. 

ends 



If you think a daily scan of your paper 
(or someone else’s) is enough to keep 
your company on the rails in the 1990’s 
— we have news for you. 

It isn’t! 

Demand is falling, competition is 
growing and business is getting tougher. 

While some will be bappy to roll along 
at their own pace, the companies really 
making tracks will be the ones that 
connect with McCarthy Information. 

From just 35p per working day, 
our experts will scour the quality press 
worldwide for vital nuggets of business 
information about companies of your 
choice. 


By the time he’d 
caught up with 
the news, 
the company 
had gone 
down the tube. 

Every week we select, index and 
cross reference over 3,000 articles and 
print them verbatim on a set of handy 
cards. Everything from hard facts to 
industry rumour. 

It means unlimited access to a wealth 
of information that will ensure there’s 
no stopping you in the 1990s. 

So don’t hang around. 

Don’t be a don’t know.. 
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...contact McCarthy 

COMPLETE THIS COUPON AND SEND rT TO MICHAEL RIDGWAY, 
McCarthy information ltd, manor house, ash walk, 
WARMINSTER, WILTSHIRE BA12 8PY, U.K. TEL: 0985 215151. 

PLEASE SEND ME DETAILS OF McCARTHY INFORMATION SERVICES. j 
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COUNTRY 


TEL 


McCarthy 

Information 

Services 


.J 


BRIEF 



TV channel 
licences to 
be tendered 

Channel 3 (ITV) licences will 
be awarded in the second half 
of January by competitive 
tender, the shadow 
Independent Television 
Commission confirmed. 

The announcement came 
after the Broadcasting Bill 
completed Its final stages in 
parliament The Bill will 
receive Royal Assent today 
before parliament is 
prorogued. 

The closing date for bids 
will come around the end of 
April and in the following 
autumn the ITC will announce 
the winners of a new 10-year 
franchise to run from the 
beginning of 1993. 


Lord Shuttle worth, chairman 
of tbe Rural Development 
Commission, has said. 

“The population of rural 
counties has increased by over 
a million and this trend, 
combined with other factors, 
has produced a rural housing 
crisis," he said at tbe launch 
of the commission’s annual 
report A recent study for the 
commission estimated that 
at least 23,000 additional 
homes a year were needed. 

HSE under fire 
from Labour 

The Labour party has 
demanded the resignation of 
theHealth and Safety 
Executive's director, Mr John 

Bimming tnn, following 

publication of an ombudsman’s 
report which strongly 
criticised the executive. 


Go-ahead for 
North Sea field 

The go-ahead for the 
development of the Staffs oil 
field In the North Sea has been 
given by the government. 

The field, which is estimated 
to contain recoverable reserves 
of about 10m barrels of oil, is 
expected to produce 8,000 
barrels a day from 199L The 
field will be operated by 
LASMO, which owns 60 per 
cent, with the other 40 per cent 
held by Ranger OiL 



Housing need 
for countryside 

Urgent steps are needed to 
increase the supply of low-cost 
housing In the countryside. 


John Rimmi'ngtnTi 


The report by Mr William 
Reid, the parliamentary 
commissioner, upheld a 
complaint that the executive 
had failed to carry out its 
responsibilities in ensuring 
full monitoring of lead levels 
at a battery factory. 
Employees’ health was put 
at risk as a result, it said. 


Nuclear safety 
scale try-out 

Britain's nuclear power 
stations axe to try out a 
standard scale for reporting 
nuclear accidents and 
incidents, the government has 
announced. 


The seven-point scale, akin 
to the Richter scale used for 
earthquakes, was first 
unveiled by the UK nndear 
power station operators in 
May. The scale is designed 
to help the nndear industry 
communicate safety 
information more effectively 
to the public. 

Britvic parts 
from Perrier 

Britvic. one of Britain's leading 
soft drinks companies, is to 
end its distribution of Perrier 
water and replace it with 
Baliygowan Spring, the leading 
brand of Irish bottled water. 

The move, effective from 
January 1 next year, will be 
a setback to Perrier’s recovery 
in the UK market after the 
withdrawal of the French 
bottled water earlier this year 
because of benzene 
mwbiiHhwtinn. 

Fuji funds 
Japanese chair 

Fuji Bank, one of Japan’s 
largest commercial banks, has 
made a donation of £750,000 
to Cambridge University to 
fund a new lectureship in 
modem Japanese studies. The 
donation marks the 110th 
anniversary of the bank’s 
foundation and the relocation 
of its European affairs bureau - 
to London. 

Museums In the 
doldrums 

The nation’s independent 
museums, which number more 
Bimti a thousand, are pinning 
at the rate of one a month, 
unable to compete with more 
enterprising heritage 
attractions, thi>m» parks, ^ 
leisure centres. This was tbe 
grim news presented by Mr 
Peter Longman, director of 
the Museum and Galleries 
Commission. 

Although the number of 
visitors to museums has risen 
by 5 per cent in the 12 yean 
up to 1988, the average 
attendance has dropped from 
72JW0 in 1978 to 48400. 
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HAND- 
DELIVERY 
now available in 

WARSAW 

DAY -A 

REST OF 
POLAND 

DAY-B 

For subscription 
details and more 
information contact 
Nina KowaJewska in 
Warsaw 

Phone 48-22-489787 

or Andrew Taylor in 
Frankfort 

Phone 49-69-7598118 
Fax 49-69-722677 


COMBAT STRESS 
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The securities referred to below haw; not been registered under the United States Securities Act of 1933, 
as amended. These securities having been sold, this announcement appears as a matter of record only. 


Kanlcaku Securities Co., Ltd. and Scudder, Stevens & Clark 
are pleased to announce the launch in Japan of 

h • ^n — x ■ ij — X • ~7 r > Y 

(a global small company growth fund 
ozganized under the laws of Luxembourg) 

5, 186,390 shares common stock 
$10 per share 


Scudder, Stevens & Clark [Luxembourg] S. A 
Investment Manager 

Scudder, Stevens & Clark, Inc. 

Investment Adviser 

Kankaku- Scudder Capital Asset Management Corporation 
Sub-Investment Adviser 


KANKAKU SECURITIES CO., LTD. 


September 1990 
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A SERIES OF FIRSTS 


' t 



FIRST DAY 

In November 1989 Morgan Grenfell added an important 
new initiative to its business development with the 
establishment of a new subsidiary Morgan Grenfell 
Development Capital which provides equity capital for 
growing private companies and arranges and finances 
management buy-outs and management buy- ins. 
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54,500,000 
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sxings & Fabrication* Ltd. 

.DREW VENTURES 

ed, led and arranged the financing 

fihii tranucrion. 

quicy provided by: 

DREW VENTURES FUND 

nninc provided bys 
dim Capital Group Ltd. 

facilities provided by: 
Wearminver Bank PLC 
ubiilM Finance Lnh 
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FIRST FUND 

Thirteen major international investors participated in 
Morgan Grenfell Capital Partners, a £,145 million fund 
managed by Morgan Grenfell Development Capital for 
investment in management buy-outs in the UK and 
Western Europe. 


FIRST INVESTMENT 

Morgan Grenfell Development Capital’s first investment 
was in David Brown Corporation Ltd. It has made four 
further investments in transactions led by other major 
institutions. 
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Morgan Grenfcn Development Capital Limited 
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FIRSTLEAD 

Morgan Grenfell Development Capital led negotiations, 
underwrote the equity investment and arranged the total 
financing of three significant UK management buy-outs 
— Alexander Drew & Sons, The British School of 
Motoring Limited and Inveresk Limited. 


A YEAR OF ACHIEVEMENT 1 NOVEMBER 1989 - 1 NOVEMBER 1990 

For further information on Morgan Grenfell Development Capital Limited 

contact Susan Deacon on 031-557 8600 

MORGAN 

GRENFELL 

Morgan Grenfell Development Capital Limited Merrier oj IMRO 
23 Great Winchester Street, London EC2P 2 AX 35 St Andrew Square, Edinburgh EH2 2AD 
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MANAGEMENT: Marketing and Advertising 


T he opening of a retail store in 
central London this Saturday 
aeUmg cartoon videos, 
Cmistraas gifts, and cuddly 
«£f“ught normally attract little 
attention m the run-up to Christinas, 
Apart from being opened by Mickey 
Motip himself, not only is the store 
the first of the Walt Disney company's 
scheduled European retail ventures 
Jut Jt is also larger than most of the 
re Disney stores already operating in 
uie US. So the ra2zmatazz surround- 
ing the opening is understandable. 

wait Disney World in Florida is the 
most popular single overseas destina- 
tion for British package holiday-mak- 
ers after Majorca in Spain, so The 
Mouse Is enormously popular with 
Britons. Yet the store — which opens 
unofficially today in preparation for 
Saturday's launch - is not an iso- 
lated attempt to cash in on The 
Mouse's familiarity; rather, it is the 
tip of a carefully coordinated cross- 
marketing campaign intended to 
exploit fully the Disney brand name 
and maximise its profit potential 
worldwide. 

“We have a clear goal that every 
part of the Disney operation should 
not only make money but should, also 
be used to support each other as 
much as possible,” explains Jack 
Myers, Walt Disney’s vice-president in 
charge of international marketing. 

“Corporate synergy" is, according 
to Disney insiders, the latest buzz- 
word among marketers at company 
headquarters in Burbank, California, 
and at the Orlando and Paris theme 
parks. Traditionalists among Disney's 
employees would begrudge the con- 
stant pursuit of every dollar (the com- 
pany even prints Its own bank-notes 
for use within its theme parks) by 
milking its stable of cartoon and Sim 
characters for all they are worth. 

But the acceleration of Disney's 
growth over the latter 1980s - turn- 
over tripled between 1984 and 1989 to 
$4.6bn, white earnings climbed seven- 
fold to 3703. 3m - has forced the com- 
pany into three fairly autonomous 
divisions simply to manage the com- 
pany's increase in size. 

The three Disney areas of operation 
are the theme park attractions (in Los 
Angeles, Orlando, Tokyo and soon 
Paris); the film studios (it is now Hol- 
lywood's number one film production 
company); and consumer products, 
ranging from everything from videos 
to collectors' items such as film “cels” 
- individually painted celluloid film 
stills - from Disney’s animated mov- 
ies. 

Disney's marketing determination, 
however, is not based purely upon its 
corporate belief in itself as the world's 
largest leisure and entertainments 
group. Chief executive Michael Eisner 
and chief operating officer Frank 
Wells took charge at Disney in 1984; 
they are well aware that their spectac- 
ular successes of the late 1980s (which 
have also made them America’s high- 
est paid executives) have been 
founded on an unprecedented con- 
sumer boom. 

Yet with the Gulf crisis exacerbat- 


Disney ti kes Pluto pound- 
hunting in Regent Street 



The London shop is integral to the US group’s worldwide strategy, but, David 
Churchill reports, its plans may be upset by a recession in leisure spending 
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Disney milks Hs stable of cartoon and mm characters for all they are worth 


ing fears of a worldwide recession, 
Disney could be headed for rougher 
times. Theme parks, which account 
for almost two-thirds of operating 
profits, are the most vulnerable. 
“Attendances have declined during 
every recession over the past 20 years 
and almost certainly would again in 
another recession and rising gas 
prices.” points out Mary KukowsM, a 
leisure analyst with New York bro- 
kers Bear Stearns. 

Launching the Euro Disneyland 
development outside Paris in just 16 
months' time in the teeth of a Europe- 
wide recession could damage Disney. 

Such a scenario is sufficient to spur 
Disney executives into new marketing 
deals with even more fervour. Last 
week, for example, Robert Maxwell's 
consumer publishing division paid 
handsomely for the licence to publish 
all Disney children’s magazines in the - 
UK. This followed a similar deal 
struck with Ladybird books to publish 
Disney books for children and teenag- 
ers. 

Publishing ventures such as these 
are an integral part of Disney’s Euro- 
pean strategy for keeping the Disney 
brand strong, not only to support the 
launch of Euro Disneyland in 1991 
and the American theme paries bat 
also as an important source of reve- 


nue in Its own right. 

Capturing the loyalty of children is 
obviously vital to Disney’s future, 
both in the short term for sales of 
cartoon videos and cuddly toys and 
also with the longer-term aim of 
repeat visits to the theme parks for 
them and their children. 

Disney, not surprisingly, has 
embraced television as one of the key 
means of reaching its target custom- 
ers. In the US it has its own cable 
channel featuring classic and new 
Disney films and cartoons as well as 
the perennially popular Mickey Mouse 
Club. 

In Europe, plans to repeat the suc- 
cess of the dedicated Disney channel 
on Rupert Murdoch's Sky television 
were abandoned because Disney exec- 
utives feared it would reach too few 
consumers. Instead, Disney has nego- 
tiated with television stations in nine 
European countries to air a regular 
Disney Chib show (ITV on Sunday 
mornings) apart from showing other 
Disney programmes. 

“The Disney Clubs are an impor- 
tant part of keeping our target market 
in Europe aware of what is happening 
at Euro Disney,” confirms Jean-Marie 
Gerbeaux, Euro Disneyland’s market- 
ing vice president He acknowledges 
that this was exactly the technique 


pioneered by Walt Disney himself 
when progress at the Disneyland 
theme park under construction was 
shown on the weekly Walt Disney 
Show In the early 1950s. 

So popular is Disney on television 
that even the BBC, piqued at losing 
the Disney Club to ITV, has been 
forced to bring back Di&neytime, a 
favourite Bank Holiday programme 
after quietly dropping It for the past 
two years. 

Disney was also one of the pioneers 
of successful cross-marketing from 
television to the shops, a technique 
which is now standard marketing 
practice. The legend of Davy Crockett, 
fighter of Red Indians, was well and 
truly established in American folklore 
through the television show Disney 
produced (at a loss) in the mid-1950s; 
but the sale, under licence, of coon- 
skin hats as worn by Davy Crockett 
- and the number one hit in the US, 
The Ballad of Davy Crockett, pub- 
lished by Disney's new records opera- 
tion, earned the company substantial 
profits and turned the show into a 
financial success. 

The same cross-marketing approach 
is still applied nearly 40 years later. 
The profitability of Disney's Dick 
Tracy film, for example, depended as 
much on merchandise sales as on box- 


office receipts; in feet, the concept id! 
Dick Tracy was developed more as a 
marketing product than a faithful 
recreation of the original 1930s comic 
strip hero. 

“With something like Dick Tracy all 
the marketing people from the vari- 
ous divisions sat down and thrashed 
out ways in which they could help 
promote the film or sell the merchan- 
dise" explains Myers. "It’s a pretty 
informal arrangement for special pro- 
jects such as Tracy, but we also get 
together once a month on a more for- 
mal basis to develop ideas.” 

Disney's success, moreover, is 
partly due to its culture of making its 
employees actually want to ensure the 
company does welL "ft you don't have 
this attitude then you don't fit in at 
Disney,” says one insider. 

One result from its internal market- 
ing seminars has been an experiment 
with a television advertising cam- 
paign, just finished, in the TVS adver- 
tising region. The aim was to see 
whether paid-for television commer- 
cials (as opposed to the free pings 
given by the networks) would boast 
sales of packages to Walt Disney 
World. Disney says it is too early yet 
to quantity the correlation between 
sales and advertising. 

Disney is currently choosing an 
agency in a four-way pitch to master- 
mind its advertising campaign for 
Euro Disneyland. Most of this adver- 
tising, however, is expected - at least 
in the near future - to be aimed at 
the trade rather than the consumer. 

This approach emphasises that Dis- 
ney's marketing is not always directly 
targeted at consumers. Next month, 
for example, it is launching a road- 
show at the World Travel Market in 
London to tell travel agents about 
developments at Disney both in the 
US and Paris. The roadshow then 
takes off for repeat performances to 
the travel trade across the continent 
It is being backed up by a network of 
sales offices across Europe which will 
start selling packages to Euro Disney 
from next Spring. 

But while Disney is the master mar- 
keter at selling children’s fantasies, it 
is also a tough fighter when it 
believes its brand is being threatened. 
Rated the seventh most well known 
brand name in the world in a survey 
by Landor Associates (and the most 
popular entertainment brand name), 
Disney employs teams of lawyers to 
fight any breach of its copyright or 
Infringement of its licensing agree- 
ments. Its control also extends to its 
restriction of the use of pictures of 
Mickey Mouse and friends in licensed 
promotional campaig ns and holiday 
brochures for fear of over-exposure. 

Yet for all Disney’s much-vaunted 
marketing skills it has consistently 
foiled to achieve one simple communi- 
cations goal; the name Mickey Mouse, 
instead of acknowledging the very 
high standards of service that Disney 
represents, has entered the language 
on both sides of the Atlantic as mean- 
ing shoddy. Which just goes to show 
that even clever marketing does not 
always work. 


Shopping around 
for east Europeans 

John Thornhill on reports discounting the 
impression of a homogeneous market 


A fter decades of neglect, 
that unknown quan- 
tity, the east European 
consumer, has suddenly 
become an object of extreme 
interest to Western companies. 

The opening up of the region 
has raised the prospect of a 
bonanza in Europe’s backyard 
with up to 425m people eager 
- If not desperate - to buy 
Western goods. The main prob- 
lem la that most Western com- 
panies know next to nothing 
about these consumers, and 
find it almost impossible to 
obtain accurate Information 
about these evolving markets. 

Much of the standard infor- 
mation needed far marketing 
studies is not available and 
what data does exist is often 
unreliable or inapplicable. 

Two recent marketing 
reports have attempted to 
tackle the problem, albeit from 
very different angles. Both 
offer some useful insights. But 
both also hedge their com- 
ments with qualifications, and 
emphasise just bow difficult it 
Is to generalise from the par- 
ticular. 

One of the striking features 
to emerge from these studies Is 
the differing nature of the 
national markets. The seem- 
ingly grey conformity of the 
communist bloc only served to 

disguise many distinctive 
regional characteristics. 

For example, according to 
the consumers interviewed for 
the report,* only 20 per 
cent of Russians owned a car 
compared with 80 per cent of 
East Germans. 

In general. Signal found that 
east Europeans spent about 40 
to 50 per emit of their income 
on food and drink, 10 to is per 
cent on otittfies, 5 to 15 per 
cent on housing and saved the 
remainder. 

Signal's repeat is based on 
100 interviews conducted 
between June and September 
this year in each of the six 
eastern European countries 
studied. The respondents lived 
in cities and were aged 
b etwee n 16 and 55. 

The Euromonitor report** 
adopts a more analytical 
approach in trying to assess 
the relative attractiveness of 
east European markets at the 
macro level. 

But this report, too, points 
to strong national variations 
and arrives at some surprising 


conclusions. Bulgaria, it sug- 
gests, has attracted less atten- 
tion than it merits; it has a 
healthy population profile, 
strong transport links, a 
potentially buoyant tourist 
Industry and one of the high- 
est per capita incomes in the 
region. 

The Hungarian market, 
which has always received 
favourable comment in the 
West, may disappoint poten- 
tial investors in the immediate 
future as essential price 
reforms threaten to depress 
private consumption. 

The report also suggests 
that, in the short term, only 
east Germany, Poland and 
Czechoslovakia are likely to 
expand their demand for con- 
sumer durables and other- 
imported goods. In the other; 
countries of eastern Europe, 
the real level of demand, after 
inflation, is expected to slump 
as the liberalisation of prices 

spurs Infla tion-. 

Although some of the ear-; 
rent euphoria about eastern- 
Europe may be misplaced in 
the light of the enormous 
political and economic hurdles 
flmt have still to be tackled, 
Euromoiiitor believes that the 
potential for growth Is enor- 
mous and that those which 
risk opening up operations in 
most countries In the region In 
the near future will start to 
enjoy a pay-off by the end of 
the decade. 

In the medium term Euro- 
monitor expects a substantial 
Increase In the demand for 
agricultural equipment, phar- 
maceuticals, computers, video 
recorders, photocopiers and 
telecommunications equip- 
ment throughout the region. 

Sadly, the one exception to 
tiie rule, Signal suggests, may 
prove to be Russia (not studied 
by Enromonltor). Only 19 per 
cent of the Russian sample 
said they were satisfied with 
life and 76 per cent of the total 
expected life to get worse. Not 
surprisingly, perhaps, the east 
Germans were a cheerier 
bunch with 82 per cent 
expressing satisfaction. 

* Perestroika : The Consumer 
Beckons. Signal International, 
115-126 Newgate Street, London 
EC1A TAR Price £5,000. 

*• Eastern Europe: A Market far 
the 1990s. Euromonitor . 87-88 
TummiU Street. London EC1M 
5QU. Price £375. 
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win a TV franchise, 
you in the picture. 



However you view your chances in the impending 
franchise auctions, one thing is crystal clear. With the 
help of Arthur Andersen, your performance will be that 

{ 

\ much more convincing. 

Consider the facts. Our broadcast industry team 
is one of the most experienced you'll find. 

And, working with TV-am, Sky Television and a 
number of major UK cable networks, it’s also one of the 
most successful. In fact, production companies and 
advertising agencies the world over have long benefited 


from our expertise and advice. 

Our fluent and working knowledge of European 
broadcasting regulations means that we are ideally equip- 
ped to spot opportunities, take initiatives, and keep our 
clients fully informed. 

From this sound base, we have already developed 
financial models in anticipation of the franchise bids. 

We know the factors that influence costs and reven- 
ues, and we can help you decide how much to pay for 
your franchise to meet your financial objectives. 


And, of course, you will be able io take full 
advantage of our tactical and research resources to give 
you that vital edge in your franchise application. 

For more information about our broadcast team, 
or to receive a copy of our brochure, call Rob Matthews 
in London on 071-438 3527. 

With Arthur Andersen behind you, you’ll be able 
to steal the show without any dramas. 


.Arthur 

Andersen 

AKITIUB ANDERSEN Sc CO, SjC 


Arthur fc C/> a imhonu-d b» ihc Idmiuic fll Chflnwd itanonum m tngtuid aud Wih-i tn uny oa miala.nl Win™. 
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Birmingham Royal Ballet 


HIPPODROME, BIRMINGHAM 

there they wen on their new 
v20LZ-J! t t!’ e oa Tuesday night 
increased in number, pfaLly 
^ te L^ itb thc ocwsionVand 

fj*®.*** 1 with no less delight by their 
£* e arHsts of Birmingham^ 

whv*L? al i et i Sllf>wed thclr host city 
why we admire and respect them S 
5“i* andrejoice at their new identity 
“was an historic evening in its impU- 
k. jSSuSLp 1 * Bgn ri n gb a m and its ballet. 
T S?SS2f W* g° *9 ** * City Fathers 
opportunity; admiration 
go to Peter Wright tohavtog 
g^ed and shaped a company that fa 
vataed far its enthusiasm and artistic 
Purpose. And thanks to Midland Bank 
™a IBM for sponsoring this initial sea- 
long may their support con- 

Htese bouquets bestowed, apd zzate- 
JaHy. so, U is good to report that toe 
**“ coa Wny id fine 
*®r®i technically and artistically A 
^sterpiece from the international rep- 
«rawy - Balanchine’s Theme and Vari- 
odons — was given with assurance. A 
new work - David Bintl eyfa Brahms 

CINEMA 

Mafia 


Kandel Variations - came from a cho- 
reographer matured by the company. 
And there was a piece by one of the 
founders of our national ballet - Ash- 
ton’s Jazz Calendar. It is this sense of 
repertory purpose, quite as much as 
tiie willingness and skill of the casts to 
deal with varied demands, that gives 
BRB it especial cachet as an ensemble. 

Theme and Variations, was the stag* 
tog that proved, for the first time in 
years, that oar dancers could perform 
Balanchine without maying the heavi- 
est weather of each light-filled 
sequence. Led with atmjing grace and 
lovely ease - small things delicate, 
precise; large things effortless - by 
Afiyako Yoshlda. here was toe right 
performance to christen the new com- 
pany. A change of score meant that 
David Bin tier’s new piece was also in 
variation form. Set for four couples 
sixteen attendant soloists, this realisa- 
tion of the Brahms Handel Variations 
- in Kubbra's orchestration - fimfc 
Bintley at bis most fluent in making 
plotless dan c e. A first im pres si on Is of 
allegro movement which jets and sp an- 


kles over the stage, with Bintley ever 
os the qni-viv* to maintain variety of 
interest 

The score Is at moments turgid, and 
the choreography flags, but at what is 
Its most taxing section, the lengthy 
closing fugue, Bintley maintains a 
lively dance energy that rises above the 
academic interplay of ffcgal voices. He 
brings the piece to an exhilarating con- 
clusion. Design, by Maria DJorkovich 
seems to have gone off at half-cock. 
The vertiginous upward view of 
Bibiena pillars does not really work In 
combining a painted backdrop with 
practical wings. (Terry Bartlett's simi- 
lar set for Blntley’s Consort Lessons 
could have served well here). And a 
second back-drop for the concluding 
sequence seems unnecessary. The 
women are in toll-skirted but rather 
nondescript dresses, the men In many- 
huttoned jackets which fit where they 
touch, with high collared shirts *>>p* 
cat off heads from necks. Dancing from 
the cast is whole-hearted in Its bold 
impulse and clear outlines. 

Jazz Calendar, new to the BRB reper- 


tory, was originally a series of quick 
portraits of Covent Garden’s principals 
done by Ashton in vernacular style In 
1968. Design by Derek Jarman was 
2ate-l960s Pop, and as lightweight as 
the dances. Much of the savour has 
now gone from the choreography 
because - as often with Ashton - ft 
was Intimately linked with the person- 
alities of its creators. Without this apt- 
ness, movement looks colourless, and 
the Richard Rodney Bennet score 
sounds meretricious. But the piece is 
an audieuce-pleaser, and when the new 
interpreters have got inside their roles 
- at present they dance them with too 
serious an air - the choreography will 
be more relaxed and credible. 

I record that the playing by toe BRB 
orchestra under Barry Wordsworth 
was admirably alert, nan Mil the audi- 
ence's pleasure in the evening was 
strong and seemed to communicate 
Itself to the company. To BRB in Its 
new borne, and with Its happy pros- 
pects, every Joy and success. 



/ t is easy to see why Marion 
Brando chose The Freshman as 
toe second stage of his recent 
return to the screen. Althoug h 
the film itself is a bit too uneven to be 
first rate, it does provide the notori- 
ously bumptious Brando with the 
opportunity to have some wicked ton 
with his own legend. His strikingly 
ffamfftar portrayal of the ageing raspy 
voiced Mafia boss Carmine Sahattni is 
an : inspired piece of self-parody, provid- 
ing a strong centre far a film that gives 
an alternative, satirical angle on the 
.. recent spate of mob movies. 

The Freshman tells the story of Clark 
Kellogg (Matthew Broderick), a naive 
young man who travels to Manhattan 
to study film at NYU. Within minutes 
* of his arrival at Grand Central Station, 
he is conned out of all him money and 
possessions by a small-time hood, Vic- 
tor (Bruno. Kirby). The freshman .man- 
ages to trafck Victor down, yet discovers 
his inoney has been squandered. In rec- 
ompenserbe is offered a Jab working as 
. agofeftoVictCH^8imde,X)onCanmiie. 
*r .:TBb plot thickens precipitously, soon 
jaryolvjng^ the student In the illegal 
transportation of 0 truculent reptile, an 
/ affair with the Don's lovely daughter, a 
- reorder. plot by crooked cops, and a 
•• TWFveise gourmet dinner in which only 
- endangered species are on toe menu. As 
- events drag him along, Kellogg deveZ- . 
ops an unexpected affection for Don 
Carmine, who becomes the fether the 
boy never bad, ... 

T Although the 'Story resolves itself 
with less 7 aplomb than it unfolds, 
writer/director Andrew Bergman has 
fashioned a script of admirable pace 
and wit The film contains many fine 
comic set peaces, not least of which 
place at seat belt 
on a-stant lizard. The Freshman’s main 
strength* however, is tin way it pokes 
ton at the gangster movie genre, while 
..SUI1’ serving as an engaging example °f 
iThe netherworld into which hero 
’ urbderick descends is a quirky and 
strangely benign place, where senti- 
Threat and loyalty replace vengeance 
ami bloodshed as supreme virtues, and 
the absurd constantly overrules the 
fcngfec. There is a running joke through 
rihe film comparing it with The Godfa- 
ther, not only in Dan Carmine’s unsur- 
Kpristog resemblance to Don Corieone, 

- but also as Kellogg studies Coppola’s 
: Classic in his ATm course, finding in it 
franic resonances with his own pUgbt. 
B is a shame Bergman did not nave a 
f better director tor his script ~ his own 
- ^direction is too static and visually calm 
to >rmtrh the frenetic invention of bis 
'Writing. Still be has created a movie in 
Which gentle sentimentality, raucous 
>mn nr and knowing irony are care- 
tolly mixed. 

--.The actors move through the film 



Wicked fan with his own legend: Marlon Brando in ’The Freshman’ 


somewhat unevenly. The normally win- 
some, wide-eyed Broderick is strangely 
fiat here, periiaps overwhelmed by the 
famfc of playing opposite Brando. Maxi- 
milian Schell travels to the other 
extrem e in response to Bran do's pres- 
ence, hummin g it Up pmhai ragdn^ y as 

a demented chef. Only the reliable 
Kirby gives a strong supporting perfor- 
mance. Of course it is Brando who 
grabs centre screen, balancing the con- 
sMerabte sag-par ody of his performance 
with sensitivity intelligence and even, 
melancholy. There is a short scene in 
which themaasfvB actin' performs a ten- 
der pa* de deux (hi skates, managing to 
be both graceful and absurd. He looks 
Hke some regal whale caught on the 
wrong aide of a frozen sea. Watching 
him glide, you marvel at his ahflity to 
laugh at his le gend , vet are left in no 
doubt as to what that legend is aB 
about. 

Young Guns IL Blaze of Glory deals 
rather less successfully with another 
American legend. Billy the Kid. Viewers 
of the original Young Guns wSH recall it 
«mdtwg with BIHy (Emilio Estevez) and 
his gang dispersing after the bloody 
Uncoin County Cattle War. Here, the 
gang regroups tor one last ride in which 
they are forced to flee a host of corrupt 
ranchers, politicians and lawmen en 
route to a decisive showdown with 
Sheriff P at Garrett 

Despite the noisy gunfire, slick cam- 
era work and rock *n ’roll soundtrack 
this fa in fact a little more than the sort 
of standard shoot-’em-up Western that 
Hollywood appeared to have stopped 
churning out 80 years ago. Estevez's 
Billy lacks the psychotic sparkle he 
brought to the original film, where be 
cam e across as a mix at Roy Rogers and 
Charles M n nan n The rest of the cast, 
even such unusually steady hands as 
Keller Sutherland and Lou Diamond 
Phillips, seem similariy weary, wonder- 
why they ever decided to 
up again. 

Stephen Amidion 


Come the revolution - (me where 
right wing Bible th umpe rs take over 
America, and rename it fliiaui — which 
gidg of the barricades wifi, you be? If 
you are a woman it will not matter very 
much. The choice is between inert priv- 
ilege for those with the right husbands 
<mri expendable sterility or g* ph»fe*hifr 
fertility for the rest. This near future is 
in rhanft because man-marie disasters 
hke nuclear accidents have destroyed 
resources, and led to mamt sterility- And 
when p ra gma toils, it is back to the 
drawing board for society, with the 
Book of Genesis for inspiration. 

The society Margaret Atwood created 
in her novel The Handmaid’s Tale was 

THE FRESHMAN 
Andrew Bergman 

YOUNG GUNS ILBLAZE OF 
GLORY 
Geoff Murphy 

THE HANDMAID'S TALE 
Volker SdUfindorff 

BULLSEYE 
Michael Wi 


designed to demonstrate the tortheet 
extremes of the objectification of 
women. The fact that it was a creative 
piece of science fiction was incidental. 
Bnt in film the visible and tangible 
dominate ideas, and it fa not too sur- 
prising that a novel about a woman’s 
conflict and alienation has become a 
film concerned more with plot than 
with internal struggles. And The Hand- 
maid’s Tale fa a staggering story. Kate 
( Natasha Richardson) the film's hero- 
ine, remembers a better time, when she 
had a life and a mind of her own. Now, 
as a hand maid, she fa not expected to 
speak or think, or ask what happened 
to her husband and daughter. Her role 
fa to bear a child for the barren wife 
(Faye Dunaway) of her Commander, 
who naturally bates her with passion. 


Kate Is trained to be unobtrusive, she fa 
even renamed Ofred, property of Fred, 
the Commander (Robert Duvall). But it 
is hard to make yourself scarce when 
you are dressed in the livid red robes of 
fecundity- The Commander is soon 
infatuated with her, and so is her chauf- 
feur. who or may not — help her 
escape. 

This nightmare world of an uncom- 
municative, oppressive hierarchy is viv- 
idly captured by director Volker Scbl&n- 
dorff and director of photography Igor 
Luther. In the round-ape of women, the 
massed gatherings, the public denuncia- 
tions - the noise and confusion con- 
trasting with quiet echoing dormitories 
and lifeless houses - there fa a sense of 
isolation, whether in a crowd or alone. 
And the cast fa strong, with excellent 
supporting performances, especially 
from Victoria Tennant as a chillingly 
benign supervisor. 

Books, those treacheroas conveyors 
at information gnf * Ideas, are banned; 
and in this respect The Hand Maid’s 
Tale is reminiscent of Farenheit 45L 
But where Truffaut retained the pas- 
sions of the original stray, here the 
Kalntvo of ideas and incident in Hamlrf 
Pinter’s script has been distorted into a 
good film that does not quite do justice 
to Its source. 

Too much plot and not enough ideas 
fa the problem of BuOseye. A comedy 
starring Michael Caine and Roger 
Moore has definite possibilities, bnt the 
direction of Mlciiy i Winner etuninates 
any promises of ten or style. This delib- 
erately confusing caper about two con 
men who just happen to be the doubles 
of two crooked scientists, fa almost too 
tiresome to mention. If Caine and 
Moore want to dress up in silly clothes, 
rhnftA about making jokes about kQtS 
and capers, and creaky sexist remarks, 
they might have done better to remem- 
ber that Christmas fa coming, and with 
it the chance of employment as a couple 

Of pantomime riamee. 

Ana Totterdell 


The Mystery of Irma Vep 


AMBASSADORS THEATRE 


The Mystery of Irma Vep is a 
product of the late Charles 
Ludlam’s Ridiculous Theatre 
Company in the US, but there 
is nothing ridiculous about it 
"brilliant" would be a much 
better word. There fa not all 
that much mystery either, 
except perhaps in the title. 
Irma Vep is an anagram of 
vampire. 

The play, written by Lndlam 
himself, fa a Victorian-styie 
melodrama laced with literary 
quotations and the highest of 
high camp. It sparkles through- 
out The {dot relies heavily on 
lycantbropy, which means that 
form of insanity where people 
imagine themselves to be 
wolves, and Egyptology. The 
two have a good deal in com- 
mon, tor if you believe that 
ancient Egyptian mammies 
can be brought back to life, 
you may also believe that peo- 
ple can turn into werewolves 
at night, at least a fan 
moan. 

The action moves between 
an English country house 
(almost a castle) wonderfully 
furnished in the gothic way 
and somewhere close to the 


valley of the kings In southern 
Egypt. Lord Edgar Is the Egyp- 
tologist who has never visited 
the country he writes about At 
home he is plagued by a were- 
wolf which has killed his son 
and his first wife in turn. His 
new wife does not much like 
the atmosphere so Edgar goes 
off to explore the mummies 
that he has only studied at a 
distance. When he comes 
home, everything begins to fit 
into plow* 

Irma is played, remember, as 
a melodrama. The characters 
do actually proclaim lines like 
"Great Scot*" and "I feel the 
desert calling me" with the 
utmost seriousness. There is 
also the right quotient of the 
macabre. Both the son and the 
werewolf who kills him, for 
instance, are called Victor. 
Flowers jump out of pots while 
being arranged. 

Literary references pop up 
all over ‘'Each werewolf kills 
the tiling he loves", "She have 
murdered sleep" and when 
Edgar brings the mummy to 
life and finds $he fa hungry he 
goes straight into Omar 
Khayyam - “a loaf of bread.. 


a flask of wine*. 

More modern devices are 
used as well The inflations of 
a change of scene appear on a 
screen like credits in the cin- 
ema. A screen is used again to 
show the symbols of Egypt: 
camels, pyramids and palm 
trees. There is, too, a touch of 
farce: witness the speed of 
some of the changes of cos- 
tume and the way they use the 
entrances and exits. Even Ray 
Cooney might have something 
to l pa ru- 

Irma, in short, is a delight 
and the gothic set designed by 
Poppy Mitchell is faultless 
down to the last detail. The 
play fa directed by Marta Alt- 
ken who has managed to com- 
bine this with playing in Other 
People's Money at the Lyric. 
Only two actors, Nickolas 
Grace and Edward Hibbert, can 
be named for their perfor- 
mances. When you the see the 
play, as see it you should, you 
will realise why. Grace and 
Hibbert do the work of an 
entire company. They could 
hardly do it better. 

Malcolm Rutherford 


Attila 


CO VENT GARDEN 

My excuse for catching up with 
the superlative Royal Opera 
production of Verdi’s opera 
was a pair of important cast 
changes dne on Tuesday. In 
the event, the- Italian tenor 
who was to have replaced the 
Itafianate Welsh tenor couldn't 
come; and though the young 
Armenian bassrbaritone Barseg 
Ttssanyan did take over the 
title-role from Ruggero Rai- 
mondi, he had already substi- 
tuted for him once last week. 

So Dennis O'Neill remained 
as Foresto, defending AquQeae 
against the Huns. Perhaps 
Tumanyan looked more Hun- 

ni«h Hwn PjihiwmB; ho rmrtott 

from the right part of the 
world, and his features have a 
usefully exotic cast No doubt 
it will be some years before he 
■ — ! — ! 


grows up to Raimondi's full 
authority, but his Attila is 
already stamped with charac- 
ter, and a leader's wary poise. 
The bottom notes of the voice 
have yet to ripen; the rest of it 
is sonorous and beautiful, with 
a smoky individual tang. 

Tumanyan uses it in big 
style and with fine dramatic 
yrnw , jf without digging into 
his words much yet. His pitch 
was sometimes approximate 
(at the further ends of several 
wide vocal drops, not even 
that). Anyone would guess, 
however, that the voice and 
the performer have all the 
staying-power for an impres- 
sive career. O’Neill was in stir- 
ring form: toe voice has dark- 
ened slightly but perceptibly 
since I last heard him, with a 


in expressive weight that 
exploits to mature purpose. 

With Josephine Bars tow’s 
spirited, volatile OdabbUa and 
Giorgio Zancanaro’s sterling 
Ezio - arguably the strongest 
performance of all - the whole 
cast lives up to Mbshinsky's 
swift surefooted staging, the 
unexpected visual feast of 
Yeazgan’s sets (utterly practi- 
cal, what’s more), and 
Downes’s vital exuberance in 
Verdi's score. Raw though the 
piece is by any "serious” 
assessment, this Attila is a 
healthy reminder that the irre- 
placeable delights of opera 
comprise more than just the 
lofty virtues of Zaubeffldts and 
ParsifaL 

David Murray 


London Sinfonietta 


QUEEN ELIZABETH HALL 

None of the works in the 
London Sinfonietta's pro- 
gramme on Tuesday was abso- 
lutely new, though the two 
pieces by George Benjamin 
were more or less premfares. 
Benjamin conducted toe con- 
cert, and incl u ded Stravinsky's 
tiny Pribaoutki, wonderfully 
sung by Susan Bickley, as well 
as the British premieres of 
pwypK by Tristan Murail and 
the French Ca n a di a n (bom 
2955) Denys Bouliane. 

Murafl’s Allegories, combin- 
ing a gmaii ensemble with key- 
board-controlled computer 
sounds, was a disappointment, 
unit did not tab* hfa music any- 
where new, or beyond what 
one had heard in his previous 
IRCAM supported forays. The 
shifting planes of sound and 
numinous electronic haloes 
around the of melodic 

lines were deftly handled; the 
computer came up with the 
high-register spHnterings that 
are IRCAM house style; but the 
ideas were never distinct 
enough to hold everything 
together or to justify the foray. 

The surface of Bouliane’s 
wind quintet ...a certain Chinese 
cyclopaedia ... seemed much 
more strai gh tf o rw a rd. But his 
programme note’s references to 
Borges and description of a 
homage to bebop hinted other- 
wise and it proved to be an 
Increasingly rich, wayward 
argument, toll of abrupt dis- 
continuities, false starts and 


finishpg null the sudden surfao 
ings of coy melodic shapes. 
Bouliane studied with Ligeti, 

arwl haw inherited anmathing of 

his knack to disconcert, to 
mean much more than he says 
with the simplest gestures. 

Benjamin conducted both 
works with great flair, and In 
hfa own Antara, appearing for 
the first time here in a version 
with tape rather than the real- 
time interactions of toe febled 
4X computer, demonstrated 
that the work has an enduring 
spell. Click tracks keep tape 
and instruments together now; 
the system appeared to work 
perfectly, and the proportion- 
ing of the arguments, its 
almost classical use of develop- 
ment and reprise, and gentle 
understatement continue to 


enchant. 

His nearly new Yeats set- 
ting, Upon silence, was devel- 
oped out of a provisional piece 
written for the CRUSAID con- 
cert earlier la the year. The 
mezzo (toe excellent Miss Bick- 
ley again) fa set against a fam- 
ily of five viols (toe early -mu- 
sic group Fretwork); the 
setting fa s trophic, but each 
verse draws the melodic line in 
ever more elaborate meUsmata. 
while the antique strings buzz 
and dart underneath. It fa 
beautifully controlled and fin- 
ished, an exactly encapsulated 
world; it seems not a major 
piece, but as ever with Benia- 
min an effortlessly accom- 
plished one. 

Andrew Clements 


ARTS GUIDE 
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October 26-November 1 


EXHIBITIONS 

London 

'goyal Acfatemy of Arts. Monet 
i. L, otto. Tfea Raiim Paintings. 


ftxhibttiMl. Burlington House, 
Piccadilly (287 9873). 


M a rn mt ten. sruaLoufa-Boflly. 
Closed Mon. 

Unite dm Arts P ec n raillS . Pan- 
onunfc wallpapers. 107n» de 
Rtvou (42663214), closed Mon. 
Toe. 

Habddi and Co. The newly 

— -» ti «im0ATt#e 4vi tt 


Musle Mannottan. Goya. 

• .xf. i nlsoo hr 


trmmo ns setting a s e l e c tio n cf 
old masters from Holland, Gas 
inauyv France. Belgium and Italy. 
337, roe du Fbg. St Honore 


Boffly. i/wnn «»«> '■"7”'^ 
Calorie Maurice Gamier. BeF> 
v^jard Buffet - La Bretagne. 6 , 
;Vyaw Matignon (43256165). dosed 


V— 

pfllwr tednQOTMBel 19th cen- 
toy French masters, il. Qua! 
Voltaire (42611075). Closed Sun 
and Mchl 

(fraud Palate. Picasso. Closed 
Toe, Wed fate closing: 


Magic of Flemish Art. dosed 
Sat, Sum ends November SO 
(42601503). 

Mnste Bodte. Defigtatful lBtb 
century town house - Hotel 
Biran -contains the life work 
of Auguste Rodin, who opened 
the way for modern sculpture. 
Closed Tub. 

MarUgny 

Fawfation Pierre Gfan&ddft. 
Modigliani (26 223978). 


Everyday images of Hfe In Span- 
ish homes seen throogh the 
works of a wide range of top-rate 
artists over a 600-year period. 


Albertianm, Georg-Treu-Platz 
L Some 350 works by 170 artists 
wbo were expeDed for Bast Ger- 
many during 1949-1969. 


Sun, aion ana mnwi u w w. 
Itinwjttjm’s Monets. For favwfl 


t 


HC896Q flU&Eum. iuq 

17th century Hotel Safe provides 
a Pfttng home far the world's 
largest collection of Picasso's 
work (42713421). 

Galerie d’Art Saint Honors. The 
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Mndte f hrfi m. I, Impression- 
fame et to Eauvfame en Beagque 
fa a major exhibition of Belgian 
painting from the 1880s to the 
1820s. Closed Mem. 

Galerie de la CGER. The Belgian 
Dynasty and Belgium's cultural 

Development 

Palais des Beanx-Arts. 5 miHfon 
years; The Human Adventure. 
Man’s evolution semi through 
200 Paleontological exhibits. 
Musfe d'Art Modeme. Place Boy- 
ale. Works by Braque, CfaagaO, 
Hockney, Klee. Miro and others. 

Closed Mon. 

Mnsdes Soyaxzx d’Art et d’Hfa- 
toire. IncarPeru an exhibition 
that traces the evolution and 
decline of the Inca culture 
through 460 artefacts. Closed 
Mon. 

Madrid 

pmHfrfnn Jnan March. Andy 
Warhol’s unfinished series of 
car drawings and paintings, com- 
missioned by Daimler-Benz on 
the centenary of the invention 
of the automobile, are now on 
view at the foundation. 

Ilnseo Espanol de Arte Content- 
poranea Domestic Scene a. 


Mnseo Picasso. Homage to Jac- 
queline - between 1954 and 1970 
Jacquellae Roque was a constant 
source of Inspiration for Pablo 
Picasso, they married in 1958. 
Fondachm Miro. Joseph Beuys. 
Some ISO drawings on the theme 
ot oriental philosophy in an 
interchange with the K e ft ne r 
Geselfechaft in Hanover. Closed 
Mon. 


Rome 

Palazzo Degli Bspodxtoni: NOr- 
man Rockwell. Oils, watercolours 
and sketches from the years 1915 
to 2972 by a remarkable artist 
American Academy: Giovanni 
Battista Piranesi: 13S engravings 
of Rome, made around 1770, the 
year of Piranesi's first visit to 
RomeAnd toe beginning of his 
long love-affair with the city. 

Venice 

Palazzo Grass*. From Van Gogh 
to Picasso - from Kandinsky 
to Pollock. 

Bologna 

Pinecoteca Narionale. Giuseppe 
Maria Crespi (1665-2747). 

D&saddorf 

Augsburg, Kunstverein, Toskan- 
isc he Saeuienhafie, Zeugpfaiz 
4. Around 100 paintings, litho- 
graphs, engravings by the Span* 
ich painter Antoni Taepie. 


Museum FUkwanr Vincent Van 
Gogh and Modem Art. On the 
200th anniversary of Van Gogh’s 
death, tills exhibition aims to 
display hfa influence 0B Euro- 
pean modern art. Ends Nov A 
Goethesbrasse 414300, Essen L 
Villa Hnegel IS. St Petersburg 
around 1800. With 555 pieces cm 
in«ii from Leningrad’s state Her- 
mitage Museum, the exhibition 
details the developments of Rus- 
sia from a great empire to a 
European power. Ends Nov 4. 

Berth! 

Marttn-Grophis-Ban, Strese- 
mannstraase 110- Bismarck's 
Prussia, Germany and Europe. 

Frankfurt 

Stands! museum has opened its 
new extension: display erf 20th 
century art rangteg fron Picasso 
fo M&* Swjmw nw and Awartn 
Kiefer. 

New York 

Brooklyn Museum. This caropre- 
benslve exhibit wafa* the 
for Albert Pinkham Ryder as 

the first modem American 
painter. 

HetropdUtan Museum. Mexican 
art from pre-Columbian handi- 
crafts to modem murals includes 
a majestic panorama with more 
than 300 works covering SO cen- 
turies. 


aura of Eton College library 
covers 550 years of c oDe ct ln g. 

Washington 

National Galfary- Comprehen- 
sive show of Suprematist Katd- 
mir Malevich and bis Soviet con- 
temporaries. 

Chicago 

Art Institute. One of Chicago’s 
most noted cootepcaary artists 


travelling exhibit, which first 
appeared at the Pompidou Centre 
last year, arrives wit h 47 of toe 
J s day-gfo portraits and 


Chicago Historical Society. A 
House Divided, America in the 
Age erf Lincoln. 

Art Institute. Works from Pons- 
sin to Matisse include Manet, 
Renoir , Cezanne and Gauguin. 

Tokyo 

Mastendeees erf Japanese Art 
This selection of 250 malor works 
has best drawn together to mark 
the accession of the new 
Emperor. Ck*ed Mon. 

Hare Animal 10, Since its estab- 
lishment 10 years ago, tote 
museum has held an annual 
show of young and emerging 
Japanese artists. Hara Museum. 
Arabs Museum of Arts and 
Crafts. Ukiyo-e prints and paint- 
ings of flowers and birds: from 
the Rockefeller collection in the 
OS. 

wimnpi Blaka: 200 lodiceyncratic 
works by the English revolution- 
ary, visionary, poet and painter. 
Closed Mon. 


The Grateful Dead 


WEMBLEY ARENA 

Ever foH that you are missing 
the joke? That everyone else in 
the room has grown up 
together Into one large commu- 
nal family, with a shared 
vocabulary, history, and 
approach to life? Mime that 
room Wembley Arena, and the 
family over KLOOO strong, and 
you are the uninvited guest at 
a Grateful Dead concert. 

The Dead are toe ultimate 
cult band. They’ have been 
around long enough - about 
25 years — to acquire the sta- 
tus of icons. They built their 
music around LSD tripping 
when the hallucinatory drug 
was so new that it was legal. 
Little has changed over the 
decades except that the Dead 
are officially off drugs, are the 
most business orientated band 
rock, and that a couple of 
the drummers have passed on 
to toe ultimate trip in toe sky. 

But in the main the band has 
stayed remarkably consistent 
in personnel. In philosophy, 
and in music. Some of them — 
step forward guitarist Bob 
Weir and wave your pony tail 
- have hardly altered; others, 
like guitarist Jerry Garcia, 
have weathered into huge griz- 
zly bear-like characters. But 
through their commitment to 
performing and touring they 
have spawned the biggest trav- 
ailing bandwagon in pop, with 
hundreds of fans, known as 
Deadheads, devoting their life 
and livelihood to attending 
every concert. (By happy 
chance one of toe Dead’s com- 
mercial ventures fa a travel 
agency.) 

So when the girl, in an 
amazed voice, asked at Wem- 
bley "are you English, too?” 
she had sense on her side. AH 
around us giants of American 
youth with Pre-Raphaelite hair 
threw their bodies about in 
programmed abandon. It was 
not the controlled, discreet 
disco bopping of young acid 
heads; this was free expression 
dancing, best suited to the 
wide open spaces of Wood- 
stock. “Thank you, Bobbie”, 
one girl whispered as Weir led 
the Dead into another of their 
long, almost improvisational. 


numbers which through years 
of mutual familiarity are as 
tightly and smoothly meshed 
as silk. 

Outside in the corridors 
many hippies had taken off 
their tie-dye shirts to whirl, 
hands upraised, at a respectful 
distance from their heroes. The 
odd thing about the Dead is 
that the music fa quite at odds 
with the Image and toe fans. It 
is melodic, old fashioned, 
accessible, commercial- The 
melodies may not be strong 
enough to provide hits, but it 
fa pleasant to be sucked into 
the maelstrom, with the solid 
beat of two drummers adding a 
bite lacking from the weak 
vocals. In fact. If it was not for 
toe Deadheads the whole thing 
might, after the second hour, 
become dull. 

Antony Thoracroft 


SALEROOM 


There were two reassuring 
sales to lift toe art market in 
New York on Tuesday. Soth- 
eby's sold docks and watches 
for $A36m (52.23m.), with a US 
record for a watch of £337,855 
paid by Patek Phfllipe for a 
gold watch ft had made in toe 
early 1920s. The auction was 
only 10 per cent unsold. 

Christie’s managed $4.4m 
(£2 -26m) for silver, with the 
Aberconi chandelier, made by 
Robert Garrard n in 1837 for 
the spendthrift 2nd Marquess 
of Abercom, selling for 
£592^07 to the London dealers 
Koopman and S. J. Phillips. 
The chandelier was bought for 
Bentley Priory but the Eari ran 
up debts of £349,500 (as against 
an income of £41,500) and nar- 
rowly avoided bankruptcy. 

Two George n seal salvers 
made for Sir Robert Eyre in 
London in 1728 and 1735 sold 
for E21L358, within forecast. 
The seals commemorate the 
offices he held - Chancellor to 
the Prince of Wales and Lord 
Chief Justice. This auction was 
just li per cent unsold, with 
strong private buying. A.T. 
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New capital 
for the banks 


THE decision by the US 
Federal Reserve to ease mone- 
tary policy this week raises an 
awkward question for eco- 
nomic management. Can the 
US economy really be expected 
to respond to monetary stimu- 
lus when the stock market is 
indicating that the banking 
system is substantially under- 
capitalised? The short answer 
is almost certainly not. And 
the longer term question that 
has to be confronted squarely 
both by the Administration 
and Congress - and indeed by 
monetary authorities around 
the world as they, too, face the 
risk of a more global credit 
contraction - is how to ensure 
that the banking system is able 
to play its part in sustaining a 
future recovery. 

The astonishing tale of 
aggressive risk-taking, deregu- 
lation and supervisory failure 
under the Reagan Administra- 
tion is by now SO familiar that 
it does not call for repetition. 
But the fall-out, in the shape of 
declining profitability and 
increasing loan losses, is less 
easily brushed aside since it 
has left an enduring mark on 
bank balance sheets. Bankers 
now complain that their pre- 
dicament is being made worse 
by the tough response of bank 
supervisors to tbe deteriorat- 
ing quality of their loan books. 
A more realistic complaint 
might be that harshness at an 
earlier stage in the cycle would 
have preempted much of tbe 
present trouble. 

In fact the collapse In the 
stock market capitalisation of 
some leading money centre 
banks to less than half book 
value suggests that the belated 
supervisory response has yet 
to take the hill measure of the 
real estate lending problem. 
The problem is made worse by 
the need to comply with the 
new capital adequacy require- 
ments of the Bank of Interna- 
tional Settlements (BIS). And 
with stock at a substantial dis- 
count to book values, access to 
fresh capital is largely ruled 
out 


BIS hurdle 

On some outside estimates 
tbe top 10 US banks might 
need to shrink their balance 
sheets by anything up to 
S200bn to jump the BIS hurdle, 
in the absence of large divi- 
dend cuts. That is not a sum 
that can readily be replaced by 


regional or foreign banks, par- 
ticularly when the Japanese 
are also being squeezed by the 
new BIS regime; capital has 
been shrinking as a result of 
the collapse in the Tokyo stock 
market and problems in real 
estate. In practice many US 
banks have already opted to 
cut the payout But they will 
still be unable to expand their 
lending at other than a very 
restrained rate when demand 
turns up. 

Liquidity trap 

So far the policy debate on 
the hanking structure has con- 
centrated on (admittedly neces- 
sary) short term expedients 
including the provision of 
funds to underpin the deposit 
insurance system and strength- 
ening the structure through 
mergers. But a more radical 
approach may be needed if the 
United States is not to be 
caught in an old-fashioned 
liquidity trap. Since tbe 1930s 
the US banking system has 
been surrounded by a ring 
fence that prevents non-banks 
owning banks and commercial 
bankers undertaking securities 
underwriting. Over time the 
fence has been greatly eroded 
and the Glass-Steagall Act divi- 
sion between commercial and 
investment banking is dearly 
on its way out Yet underwrit- 
ing fees will scarcely be 
enough to restore the commer- 
cial banks to adequate profit- 
ability. The more difficult 
question is whether non-banks 
should be allowed to help 
recapitalise the system. 

There is not much that the 
modem industrial company, 
with its sophisticated treasury 
management skills and tech- 
nology, is not equipped to do in 
banking. The historic objection 
to such a move is that indus- 
trial management is likely to 
be less sensitive to prudential 
and fiduciary concerns than 
existing bank management. 
Yet tbe argument looks weaker 
in FEi«» light of the banks’ risk- 
taking record during the past 
decade. Clearly supervision 
would have to take into 
account the need for adequate 
protection for depositors to 
cope with problems of cross-in- 
fection - just as it would with 
the combination of commercial 
and investment banking. But 
in the present unusual circum- 
stances unusual measures bear 
thinking about. 


Discomfort on 
Tube 


USERS of the London 
Underground railway system 
will welcome the news that the 
business is being referred to 
the Monopolies Commission 
for a review of its efficiency. 
There can be few public under- 
takings which are more fre- 
quently criticised for ineffi- 
ciency, as users climb broken 
escalators or squeeze into a 
train service that falls well 
below the scheduled level. Now 
it appears that London Under- 
ground’s financial manage- 
ment is as prone to break- 
downs as its operations. 

Users may well wonder why 
they should be penalised by 
reductions in services for tbe 
inability of the management to 
exercise the most elementary 
controls over its finances. They 
may also wander how the pres- 
ent management can possibly 
cope with the very large 
investment programme now 
under way. 

A review of management 
and performance is overdue. 
The Monopolies Commission's 
enquiry will cover just about 
every aspect of the under- 
ground's operations and man- 
agement - which may well 
strain the Commission’s lim- 
ited resources. It needs to be 
selective. It should not place 
too much emphasis on the 
minutiae of investment 
appraisal techniques, but 
emphasise such broader issues 
as the p lanning and manage- 
ment of investment, the struc- 
ture of fares, and why the 
organisation fails to make full 
use of its assets. 

When the cost of expansion 
is so high, getting more trains 
down the tunnels and more 
people through stations is the 
most effective means of 
Increasing capacity. But Lou- 
don Underground seems 
unable to run trains as fre- 
quently as it did 40 years ago. 

Detailed study 

Only detailed study mi the 
ground can show what is 
wrong with the management of 
finances and services. The 
Commissio n should follow the 
chain of responsibility from 
chairman down to operational 
staff, to establish why objec- 
tives are not translated into 
action, cost estimates are 
exceeded and expenditure is 
not controlled. It needs to eval- 
uate the competence of the 
managers for the tasks they 


perform as well as the suitabil- 
ity of the management struc- 
ture. 

The Commission should not 
involve itself in the debate 
about expanding network and 
the appraisal of possible new- 
lines. But it should ask 
whether the management of 
the underground reacted as 
quickly as it could to tbe 
increase in traffic after 1982; 
and examine the company’s 
efforts to ensure that the new 
trains and signalling equip- 
ment which it buys represent 
the best value. When technol- 
ogy is changing fast and c an 
increase the capacity of the 
system, buying last year’s best 
equipment can impose heavy 
costs on posterity. 

Fares question 

Fares are the most political 
question. Any discussion of 
fares will be dominated by the 
travel card, which provides 
unlimited travel within a given 
area for a flat charge. It is pop- 
ular because it is convenient 
and cheap, but it provides 
travel at zero marginal cost, 
and has contributed to the 
overcrowding of the system. A 
logical approach to feres would 
be less popular, but the Com- 
mission should not be deterred 
from a rigorous analysis of the 
fere structure. 

The Monopolies Commis- 
sion’s enquiry, however thor- 
ough it may be, now seems less 
than is needed to assure the 
public that its money is being 
effectively used by London 
Transport The managerial fail- 
ures of London Underground 
reflect on the competence of 
tbe central management of 
London Transport of which the 
underground is an operating 
subsidiary. If a holding com- 
pany does not ensure that its 
subsidiaries have adequate 

finanrial controls, it Is difficult 
to know what useful function 
it is performing. 

Thus the efficiency of central 
management in London Trans- 
port needs to be investigated, 
as well as that of the under- 
ground: the government should 
either extend the Monopolies 
Commission’s enquiry for this 
purpose or commission a sepa- 
rate study. The public, who 
finance and use London Trans- 
port, deserve an explanation of 
failures and an improvement 
in performance. 


T he chances of a fledge- 
ling democracy devel- 
oping wings in a coun- 
try where the army 
still knows that it knows best 
most always be slim. But sur- 
vival of the system can be 
greatly enhanced by an elector- 
ate which sometimes delivers 
what the men in uniform want, 
even if the voters' pragmatism 
needs to be reinforced by a 
touch of skullduggery along 
the way. 

Hence, after just 20 months 
in office, Ms Benazir Bhutto 
failed to be reelected prime 
minister of Pakistan in elec- 
tions she had not sought and 
which from the outset were 
stacked against her. Ms Bhutto 
and her Pakistan People’s 
Parly may feel justly aggrieved 
at the summary manner of the 
government’s dismissal by 
President Gbulam Ishaq Khan 
and their subsequent harass- 
ment But given the frighten- 
ing raft of problems facing the 
country, Pakistan has come 
through the experience in bet- 
ter 6hape than had been feared. 

Peversely, despite tbe vul- 
nerability of former office hold- 
ers in Pakistan, it may also 
turn out not to have been such 
a bad election to lose. Severe 
though the setback was, Ms 
Bhutto’s party was much less 
heavily defeated than the dis- 
tribution of seats in the 
National Assembly suggests. 
While the PPP lost more than 
hatf the 93 parliamentary seats 
it won in 1988, its overall share 
of the popular vote declined by 
a little over 1.5 per cent to 3GL84 
per cent, just 0.02 per cent 
behind the victorious but dis- 
parate g ro u p of parties in tbe 
Islamic Democratic Alliance. 

Whether or not, as Ms 
Bhutto alleges, some official 
sleight of hand helped to pro- 
duce the published results. 
President Ishaq Khan must be 
reflecting that bad he waited 
another few months the out- 
come could have been even 
more to his liking and that of 
Us military and civil service 
friends. The failures of Ms 
Bhutto's administration would 
by then have become more 
obvious and, more important, 
she would have been grappling 
with what are bound to be the 
unpopular economic conse- 
quences of President Saddam 
Hussein’s invasion of Kuwait 
Whichever way Pakistan 
feces, it has been seriously 
damaged by Mr Saddam's 
action. Internationally the 
Iraqi lamter has raised 

the uglier profile of Islamic 
nations, their potential for bel- 
licosity and the type of weap- 
ons which they can deploy. 

happily, it was just at this 
time that the US was having to 
decide whether it was satisfied 
that Pakistan was not seeking 
to acquire nuclear weapons 
technology, to which is tied 
continued American aid. 

The Pakistani establishment 
is convinced that the October 1 
decision to suspend civil and 
military aid worth nearly 
9600m a year was an overtly 
political act in support of Ms 
Bhutto and had little to do 
with the nuclear issue. But the 
new government is unlikely to 
wish to sustain the growing 
mood of anti-Americanism in 
Pakistan generated by the sus- 
pension. Despite threats at 
senior level to retaliate by 
ceasing to service its debts, the 
official line will have to 
become more conciliatory. 

The finance ministry in 
Islamabad has estimated that 
oil at an average of 932 a barrel 


Roger Matthews assesses 
the challenges facing 
post-election Pakistan 

Bhutto 
down but 
not out 



Supporters of the Islamic Democratic Affiance carry posters of 
General Zla and celebrate their victory over Benazir Bhutto 


will in a toll year cost the 
country an extra 92 bn. There is 
no scope for further drawing 
down foreign reserves as they 
are at a basic level, equivalent 
only to a few days’ imports. 
The ministry thinks it may be 
able to absorb about half of the 
additional tZbn, but will still 
need 91 bn in extra external fin- 
ancing, a sum equivalent to 20 
per cent of Pakistan’s annual 
export earnings. 

Tbe interim government 
headed by Mr Ghulam Mustafa 
Jatoi, who hopes, probably 
unrealistically, to be asked to 
stay on as prime minister, 
no intention of courting elec- 
toral unpopularity and so did 
nothing about petrol prices. At 
the very least they will have to 
be raised an initial 20-2S per 
cent by the new government 
More will have to follow. 

This is but the short-term tip 
of an Iceberg of structural eco- 
nomic problems which Pakis- 
tan's political dans, in its sin- 
gle-minded commitment to 
denying its enemies and justi- 
fying itself, has found little 
time to address. There are cur- 
rently about llflm Pakistanis, 
of whom nearly 70 per cent are 
Illiterate. They have a per cap- 
ita income of about $350 a year, 
close to the poverty level as 


defined by the World Bank, 
and are adding to t heir num- 
bers by more than 3m a year. It 
is difficult to find evidence of a 
birth control programme, yet 
the government must be aware 
that there are more than lm 
young people a year appearing 
on tbe job market. Worse, 
Iraq’s invasion of Kuwait has 
forced hundreds of tho usands 
of Pakistanis to re t ur n home, 
few of whom will find work 
and whose lost earning power 
will further widen the current 
account iWirit 

The extent of the overall eco- 
nomic problem, especially 
when taken together with the 
twin social blights of an alarm- 
ing level of He min addiction 
and growing lawlessness 
encouraged by the cheap weap- 
onry which flowed into the 
country during the Afghan 
war, was scarcely reflected in 
the election campaign. 

Mr Mian Nawaz Sharif; who 
heads the electorally success- 
ful Islamic Democratic Alli- 
ance and should, unless 
blocked by the army, become 
the next prime minister, con- 
centrated instead on the need 
to create an ill-defined Islamic 
welfare state and to reduce 
sharply Pakistan's dependence 
an foreign loans. He asserted 


simultaneously that Moslems 
believed solely in the sover- 
eignty of Allah and it was 
Allah alone who fed his crea- 
tures. Politicians elsewhere 
must wish their responsibili- 
ties could be so simply shared. 

It is the sort of contradictory 
message which also further 
confirms Pakistan's tendency 
to look towards its western 
Asian neighbours. While 
Indonesia, the world's most 
papulous Islamic nation, is 
drawing on and beginning 
slowly to follow the impressive 
example of the newly-industri- 
alising eastern Asian natipps 
Pakistan appears stuck in the 
development attitudes of more 
than two decades ago. Import 
substitution policies and Indus- 
tries producing uncompetitive 
goods behind high tariff barri- 
ers are unlikely to arrest its 
relative economic decline. 

As a largely self-made busi- 
nessman. Mr Nawaz Sharif, 
with a strong political base in 
the Punjab, may better appreci- 
ate tbe issues facing Pakistan 
than the landowning elite 
which together with the army 
have dictated the country’s 
course since independence. It 
is said that he strongly sup- 
ports the creation of private 
investment banks to offset the 
dead hand of the state banking 
sector and might move towards 
dismantling some of the 
bloated state corporations. 

Increased spending on ratal 
infrastructure, especially for 
electricity and water, is vital 
both to boost food production 
and to create the estimated 

600.000 jobs needed every year 
outside the urban areas. 
But the most modest estimates 
indicate that the military takes 
about 40 per cent of the 
national budget each year and 
would make life difficult for a 
prime minister who proposed a 
reduction. 

While tbe Soviet army was 
entrenched in neighbouring 
Afghanistan the army had a 
stronger case to make, one that 
it supplements today with 
warnings about possible Indian 
aggression, especially in Kash- 
mir. It has also agreed to send 

5.000 troops to Saudi Arabia, 
purportedly to defend Mecca 
and Medina against Iraq. But 
with the reduction in east-west 
tension brought about by the 
sharp changes in Soviet policy, 
the need for such a large mili- 
tary budget is more difficult to 
justify. Whether the army 
thinks such justification is nec- 
essary is a separate issue. 

It is one, however, that the 
new premier will soon hare to 
consider. Mr Jatoi's attraction 
for the military is that 
although he managed last 
week to reverse his previous 
defeat at the polls, he has a 
very narrow power base. Mr 
Sharif; by contrast, ««n claim 
to be a populist leader through 
his control of the Punjab. How- 
ever his Alliance has been 
united only in its desire to 
defeat Ms Bhutto and its pros- 
pects for holding together 
under the pressures of govern- 
ment cannot be highly rated. 
Previously, the army tried 
and ultimately foiled to rale 
Pakistan successfully daring 
the 11 years of General Zia ul- 
Haq whose death in a sabo- 
taged military aircraft in 1968 
set off the present flurry of 
democratic activity. So, 
although Benazir Bhutto may 
currently look like the Polly 
Peck of Pakistani politics, as a 
long-term recovery stock the 
Pakistani People’s Party could 
still be worth watching. 


Woman from 
Mayo 

Mayo is a remote county 
in the west of Ireland and not 
many women have even been 
candidates to win the Mayo 
Man of the Year award. 

Which makes it even more 
remarkable that Mary Robin- 
son, candidate in the Irish 
presidential election, last year 
became tbe first woman to be 
so honoured. 

In the gathering Irish politi- 
cal crisis which threatens to 
engulf prime minister Charles 
Haughey*s government, Robin- 
son, aged 46 and a mother of 
three, has suddenly emerged 
as a considerable figure in the 
new Irish politics and tbe 
front-runner in the race for 
Ireland's highest office. 

The Irish president, a remote 
figure since tbe days of De Val- 
era, traditionally fives in splen- 
did isolation in the old vice-re- 
gal mansion in Phoenix Park. 
To give the flavour of Robin- 
son's style, which is so unnerv- 
ing to the old guard, “A 
woman's place is in the Park" 
is one of her catchy slogans. 

There has never been a 
female Irish president, and the 
prevailing culture of the coun- 
try still does not augur well 
for such a breakthrough. But 
Robinson has not been afraid 
to brazen it out in the patriar- 
chal world of Irish politics. 

For the last five months she 
has camp ai g ned along the 
highways and byways. 

She has argued for divorce 
laws, for contraceptives to be 
made freely available, for more 
lights for women. 

Robinson was the youngest 
professor oflaw at Trinity Col- 
lege, Dublin, at the age of 25. 

As a barrister of repute, she 
has appeared in numerous 
cases, including one involving 
tbe illegal tapping of journal- 
ists’ phones by a past Haughey 
administration. 

She says she will be an 
active president who will pro- 
mote a new image of Ireland 
both at home and abroad. 

The powers of the Irish presi- 
dent are severely limited. Some 


Observer 


people hare even suggested 
that Robinson might be over- 
qualified for the post as. in 
the past, most Irish presidents 
hare opted for the quiet life. 
Haughey and others are wor- 
ried that Robinson might be 
too energetic. 

Bets are being taken ou the 
sprightly Robinson. But Irish 
punters are being cautious 
on how long she would 
survive in the Park, without 
provoking a constitutional cri- 
sis. 


Old friends 

■ Rupert Murdoch has a new 
publisher and his name is 
Harold Evans. 

The former crusading editor 
of Murdoch’s The Sunday 
Times and The Times - be 
resigned in 1982 after a series 
of conflicts with the Australian 
press mogul - was yesterday 
in a bubbly mood alter being 
named the new president and 
publisher of Random House 
Adult Trade Books, the 
flagship imprint of the leading 
New York publishing house. 

Among the key books to be 
handled by Evans, aged 62, 
will be Murdoch’s memoirs, 
which Random House acquired 
less than a fortnight ago. 
Perhaps remembering his 
dramatic departure from Hie 
Times editor’s chair (all 
captured live on television at 
the timeX Evans has written 
to Murdoch telling his old boss: 
“The wheel of fortune makes 
me your publisher as you used 
to be mine." Evans is married 
to Una Brown, aged 36, who 
now runs the hugely successful 
Vanity Fair magazine. Sitting 
in the 12th floor office of 
Alberto Vitale, the Italian-born 
chairman of Random House, 
Evans said last night he would 
be "the number one person" 
to read Murdoch’s manuscript, 
which he was sure would be 
a dramatic story. “I am only 
one character in his story. I 
have a walk-on part in Act 



*T left my parallel currency 
in my other Jacket" 

HI . . . and a walk-off part 
as welL" 


Gold buff 

■ Aigy Cluff, when asked by 
a friend exactly what taking 
his company, Cluff Resources 
with its £50m turnover, to a 
full London stock exchange 
listing today after 10 years on 
the Unlisted Securities Market 
would mean to him, replied 
promptly: "Writing a £100,000 
cheque to my lawyers." 

Reflecting further he says: 

"It is part of growing up." Cluff 
has recently celebrated his 
50th birthday. Does that mean 
be is changing his pace and 
direction after 20 vigorous 
years first in oil exploration 
and, more lately, in gold explo- 
ration? 

1 have to report that no such 
gear shift into middle age can 
be detected. He insists: “We 
are going to continue to grow 
by discovery." 

Cluff Resources now derives 
95 per cent of Its income from 
gold from its three Zimbabwe 
mines and hopes to open a 
fourth in Ghana. It is drilli ng 


hopefully for the hard Copeton 
diamonds in New South Wales 
and, says Cluff; “We believe 
we have Identified the source 
of those diamonds.” 

After fire years in the Grena- 
dier Guards, Cluff stood unsuc- 
cessfully as a Conservative 
candidate when he was 26. A 
few years later, he and a cou- 
ple of friends (“We had no 
money") bid for North Sea ofl 
blocks and to their own sur- 
prise found themselves in pos- 
session of six. Barings lent 
them money. They drilled and 
the young Cluff Chi found tbe 
Buchan field. 

Cluff had a nasty experience 
in the early 1960s when he 
poured resources into offshore 
China prospects. “It was a 
fiasco," he admits. Then, the 
former chancellor Antony Bar- 
ber fired him with enthusiasm 
for prospects in Zimbabwe and 
be decided to explore for gold 
instead of oiL “You get a lot 
more mileage for every explo- 
ration dollar." he says happily. 


Trick or treat 

■ Hallowe’en hasn't escaped 
the eye of at least one imagina- 
tive PR man. 

Tom Reid was handing out 
share certificates to the first 
100 children who arrived on 
his doorstep in Toronto last 
night 

Reid chooses a different com- 
pany each year, giving one 
share each to the first 10 0 com- 
ers. Last year he picked Que- 
bec’s leading food retailer. Pro- 
vigo. 

This year, he has plumped 
for one of his clients, Curragb 
Resources, a sizeable Canadian 
zinc producer. 

Curragh badly needs enthu- 
siastic shareholders of what- 
ever age. Its share price has 
dipped by more than one-third 
since it was listed on the 
Toronto stock exchange a few 
months ago. 

Reid says he makes a point 
each year of also buying 100 
shares lor himself, so that, 
“whatever happens to the chil- 
dren, happens to me”. 

I wish market traders would 
be as considerate. 
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not 
the solution 


A mericans are ambiva- 
lent about Japan. They 
buy Japanese con- 
sumer products in vast num- 
bers, increasingly eat at Japa- 
nese restaurants, attempt to 
understand Japan far more 
than Europeans do. and work 
happily for Japanese compa- 
nies and management 
Yet Americans regard Japan 
as a greater threat to US stra- 
tegic interests than the Soviet 
Union, blame Japan for many 
of their economic ills and often 
talk about Japan in language 
which makes Mr Nicholas Rid- 
ley’s m usings about the Ger- 
mans seem mild. Pearl Har- 
bour is seldom for from many 
American politicians’ lips. 

Pat Choate is well known as 
a strong critic of Japanese 
trading practices on the Wash- 
ington pundit circuit of televi- 
sion chat shows, think tank 
seminars, congressional testi- 
mony and newspaper opinion 
pieces. His new book has 
attracted a good deal of atten- 
tion in these circles. 

At one level it is a factual 
description of the growing Jap- 
anese involvement with the 
US. But this is deceptive. 
Choate has another side. There 
is an hysterical Mr Hyde as 
well as a reasonable Dr JekylL 
The Jekyll author docu- 
ments in detail tbe growth of 
Japanese influence in the US. 
Examples are given of Japa- 
nese companies recruiting for- 
mer administration officials 
and congressmen as advisers 
and lobbyists. Tbe aim is to 
influence both the general 
political debate and specific 
trade decisions. He argues that 
Japanese political muscle has 
succeeded in turning US gov- 
ernment decisions to its own 
benefit - over, for instance, 
the customs treatment of 
trucks, sanctions against Tosh- 
iba and the awarding of con- 
struction contracts. 

There is little evidence, how- 
ever. that picking up big 
names gives the Japanese a 
special advantage in view both 
of the open nature of the US 
political system and of the 
inherent lnas of many in Con- 
gress in favour of American 
producer interests. Everyone is 
in the lobbying game. 

Choate concedes that the 
problem is not so much the 
Japanese hiring former offi- 
cials to lobby for them as the 
existence of such a revolving 
door system. He sensibly sug- 
gests banning very senior offi- 
cials from ever becoming lob- 
byists for either foreign or 
domestic companies insist- 
ing on a longer cooling-off 
period than 12 months for mid- 
dle-level Federal office holders. 
He also makes some more 
questionable proposals such as 
banning foreign participation 
in US politics via the contribu- 
tions of political action com- 
mittees of local subsidiaries. 

But every so often the sober 
Dr Jekyll turns into the excited 
Mr Hyde, who thinks there is 
some kind of fiendish Japanese 
conspiracy. He claims that 
Japan’s political machine in 
the US costs more than 9400m 
a year, of which at least 9100m 
goes to Washington lobbyists, 


AGENTS OF 
INFLUENCE 

— how Japan’s lobbyists in 
the US manipulate 
America’s political and 
economic system 
By Pat Choate 

Knopf, $22.95 

super-lawyers and political 
advisers. Tbe rest is spent “to 
expand a pro-Japan state and 
local political network”. 

He argues that the only way 
Japan can head off foreign crit- 
icism and pressures for inter- 
nal reform is “by attaining 
effective political domination 
over tbe US. That is why Japan 
is spending so much to buy the 
best legal and lobbying talent 
in America, to provide assured 
post-government employment 
for its American political 
friends, and to finance a vast 
cadre of apologists - some 
ideologues, some academics, 
some ex-officials, and some 
simply fast-guns-for-hire.” 

Choate even says that Japan 
wants to mould the thinking of 
tomorrow's leaders by financ- 
ing the preparation and distri- 
bution of teaching materials In 
schools. He concludes: “The 
manipulation of America’s 
political and economic system 
by Japanese and other foreign 
interests has reached the point 
that it threatens our national 
sovereignty." 

This reads like the more 
rabid anti-communist fantasies 
of the John Birch Society at its 
peak. The Japanese are not 
about to take over the US. 
Quite the opposite. All the 
money spent on lobbyists has 
not altered the political debate 
In Japan’s favour. Rather, Jap- 
anese companies are fighting a 
defensive action against sim- 
mering protectionism. 

The argument can be turned 
round. The US is equally active 
in trying to influence Japanese 
decisions. Indeed. Washington 
sees the Structural Impedi- 
ments Initiative ( 5fl) talks as 
a means of changing Japanese 
behaviour and laws to make 
the country, more consumer- 
oriented, more open and more 
willing to buy US products. 
That is quite an interference in 
Japanese sovereignty. 

There are undoubtedly legiti- 
mate US complaints about Jap- 
anese protectionism and barri- 
ers to the entry of American 
companies, as have bean raised 
in the SH negotiations. But 
real though these difficulties 
are, they are not the reason for 
the decline In the competitive 
position of US motor and con- 
sumer producers compared .« 
with their Japanese rivals. 

The US does face a Japan 
problem, but the solution lies 
in Washington and across the 
US - in improving education 
and training, the development 
and spread of technology and 
productivity, and in xnlxiclng 
the Federal deficit, as Choate 
concedes in one of his Dr 
Jekyll passages. Searching for 
Japanese scapegoats, as Choate 
does in most of his book, is a 
damaging diversion. 


Peter Riddell 
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open sides policy, to be fol- 
lowed over the next 12 to 28 
numths by the complete sale of 
Australian Airlines, the state- 
owned domestic carrier, and 
the flotation of a 49 per cent 
8fa*e in Qantas, the state-con- 
trolled international flag-ear- 
ner. 

Although the timing could 
not be worse, the twin moves 
are expected to have wide- 
spread repercussions not only 
on domestic air travel in Aus- 
tralia but also in the world 
maxtet, by opening up a new 
front in the mcxeasmgly global 
civil airline business. It Is 
■hKBly to lead to a significant 

r ealign ment in the fast -grow- 
ing Asia-Pacific region with 
foreign carriers seeking to 
forge strategic alliances and 
possible cross-shareholdings 

with thB Australian carriers. 

Both. Qantas ami Australian 
Airlines have already started 
talking with potential foreign 
partners. Australian recently 
renegotiated marketing and 
comm ercial agreements with 
British Airways and United 
Airlines. Mr Ted Harris, its 
chairman, said In Sydney last 
week he was now keen to see 
BA invest in a stake In Austra- 
lian when the airline is priva- 
tised. 

In the meantime, Qantas' 
executives have been In S$uga- 

The move Is Hkely 
to lead to a" new 
realignment In the 
Asia-Pacific region 
with foreign carriers 
peeking to forge 
strategic alliances 


pore: .talking 'to Singapore Air- 
lines, and have confirmed that 
they are seeking strategic 
long-term ties with a large 
European and US carrier as 
well as an Asian airline. 
Qantas is also keen to establish 
a privileged Hnk with one of 
the two' Australian domestic 
airlines to secure its home 
market base, says Mr John 
Ward, the .Qantas riiief execu- 
tive. ' 

The Australian Labour party 
committed itself three years 
ago to being to an end four 
decades of government tegular 
tkms'on domestic air travel cm 
October 31 1990. (It was sup- 
posed to be November 1, but 
'someone in Canberra forgot 
there were 31 and sot 30 days 
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Passenger mns 

Year ended so September 

&rf 

’ -m TT- 

Owner ended 30 Sepumbor 

kOomstfes *000 

1989 

1980 

%changa 

1989 

1990 

% change 

Australian 

- 479,066 

446,113 

-6.9 

V" 

65,422 

137,379 

60.8 

Ansett 

470,213 

438,257 

-6.8 

■< 

84,285 

136,309 

61.7 

Eastmct 

52,360 

42.013 

—19.8 


8.856 

14.088 

59.1 

Ansrit NSW 

21,121 

16.209 

-23.3 


3.438 

6,637 

90.1 

Ansett WA 

40,604 

49,958 

0l9 


9.857 

14,658 

48.7 

Ansett NT 

6.739 

5,685 

-15 A 


1,134 

2.197 

03.7 

Other 

5,410 

11,022 

100.7 


£1410 

. 

_ 

TOTAL 

1.064.413 

1.000,257 

-6.9 


198.403 

311.169 

56.8 
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in October.) These regulations 
involved a two airline policy 
reserving all domestic air 
travel to Australian Airlines, 
the state carder, and Ansett, 
the private airline jointly 
owned by Sir Peter Abeles's 
TNT transport group and Mr 
Rupert Murdoch. 

Under the old system, the 
two airlines were protected 
from each other and potential 
competitors by regulation 
w hich fixed their fares ami pro- 
hibited new entrants. The orig- 
inal idea was to protect the 
two domestic carriers to enable 
them to develop a comprehen- 
sive airline network in Austra- 
lia where transport has always 
played a crucial role in holding 
the vast country together. 

But the system soon became 
an economic and social absur- 
dity. It was tantamount to giv- 
ing the domestic carriers a 
licence to print money since 
fores were m variably set on a 
cost phis basis. The high coat 
of domestic air travel has 
meant that only 15 per cent of 
the population regularly travel 
by air. 

Although the Australian air- 
line industry b«« one of the 
best safety records in the 
world, with no deaths since the 
first Boeing 727 jets were intro- 
duced 30 years ago, Austra- 
lians have been forced to use 
the country’s slower and 
largely inadequate rail and 
road s y s tems . Since the mid- 
1960s 60,000 people have died in 
road accidents. 

"Regulations gave Australia 
an elitist M expensive airline 
system ran primarily for the 


benefit of arrogant airline man- 
agements who generally 
bought industrial peace with 
unproductive practices in 
which the bill was passed on to 
a public deprived of alternative 
services,” explains Mr Ben 
Sandllands, a long-established 
Australian airline industry 
commentator. "Our domestic 
aviation industry Is one of the 
least socially relevant in the 
world,” he adds. 

During the privatisation 
debate at the Australian 
Labour party's conference, Mr 
Paul Keating, the Australian 
treasurer, argued that the 
labour left should have no 
Ideological attachment to Aus- 
tralian Airlines, which he 
claimed was used by few ordi- 
nary people and bad become 
"an airline for businessmen 
and Ioffe". 

The situation is now expec- 
ted to rhangn significantly, in 
theory at least During the past 
weeks "competitive lunacy”, as 
Mr John Staag, the Australian 
Airline chief executive puts it, 
has overwhelmed the domestic 
airlin e industry. Australian 
Airlines and Ansett have been 
trying to out-manoeuvre each 
other to increase market share 
by offering a vast array of dis- 
counted fores. Sir Peter Abeles 
Has gone as for as suggesting 
tiwrt some fares could be as low 
as A$I0. 

Ansett at present has 25JXJ0 
different fores across its net- 
work and says the number is 
certain to increase. In the Syd- 
ney terminal of Australian Air- 
lines, a splendid Rolls-Royce 
Silver Cloud is waiting to be 


won by a fortunate traveller. 
Hot meals are served even on 
the short 30-minute Sydney to 
Canberra hop. 

"The travelling public 
doesn't know what is about to 
hit it,” says Mr Tony Hill, the 
Ansett spokesman. But he 
acknowledges that Australian 
deregulation is unlikely to par- 
allel the free-for-all when the 
US deregulated its airline 
industry 12 years ago and 
scores of new start-up airlines 
entered the market with many 
later going bust 

In contrast to the size of the 
country. Australia’s population 
of 17m is minuscule. "It is diffi- 
cult to see how there can be 
room for more than two or 
even three airlines,” says Mi- 
Ward of Qantas. Originally ll 
new airlines indicated they 
planned to enter the market 
Most seem to have faded away. 
At present, the only serious 
contender to the big two 
domestic carriers is Mr Bryan 
Grey whose new Compass air- 
line is to begin services with 
two Airbus wide-body aircraft 
next month. Mr Grey intends 
to undercut Ms two larger 
competitors but concedes that 
the size of his airline la 
unhkfily to make a significant 
dent in the market, 

“Australia’s two airline pol- 
icy will simply be replaced by a 
two and a quarter airline pol- 
icy,” Mr Grey sarcastically 
remarks. He believes deregula- 
tion is a “sham” and an exer- 
cise in political cynidsm. "The 
dice were loaded from the start 
in favour of the two incum- 
bents when the government 


Looking forward on pay Neglect of vocational attainment 


From Mr Chris Trinder. 

Sir, Your editorial comment 
(“Managing the recession," 
October 31) says wage bargain- 
ers should focus on the pro- 
spective inflation rate rather 
than compensating for past 
movements in the retail prices 
index (RPB. R certainly seems 
desirable that rises for the 
financial year April 1991 to 
March 1992, compared -to 
1990-91 should be related to 
inflation over the same period. 
Why therefore are backward- 
looking arrangements wide- 
spread and being extended? 

For example, the terms of 
reference of the Interim Advi- 
sory Committee on Teachers 
Pay year includes for the 
first time the statement that 
“the committee's recommenda- 
tions taken as a whole should 
fail within the interquartile 
range of the annual percentage 
movements in the pay of non- 
manual employees outside the 
public services sector, to be 
calculated for a 12-month 
period to early November 
(1990)”. 

The reason given by the 
Nurses Pay Review Body on 
page one of last year’s report 
was the need for consistency. 

There is also the problem 
that inflation forecasts often 
turn out to be incorrect On 
last year’s deliberations, the 
Nurses Pay Review Body 
reports that the Health Depart- 
ment said that the high level of 
i nfl a t ion in October 1989 <7-3 
per cent) was expected to be 
temporary and that it should 
not be allowed to feed through 
into excessive pay rises for the 
coming pay round. On educa- 
tion in 1989, the secretary of 
stale directed the i n t e r i m com-, 
mittee to have regard to the 
“faffing rate of inflation”. 


But Inflation rose from 73 
per cent in October 1989 to 103 
per cent in September 1990. As 
a result, nurses and teachers 
have received real pay cuts in 
the financial year 199091 for 
the first time since 1982-83. 

So how can- we move away 
from backward-looking 
approaches without incurring 
these disadvantages? One way 
would be to allow “for Interim 
adjustments (which could be 
up or down) depending on 
actual inflation in the financial 
year 1991-92. If inflation “fells 
sharply” after April 1991, as 
the chancellor and indepen- 
dent forecasts are confidently 
predicting, and averages, say, 5 
per cent in 1991-92 compared to 
1990-91, then nominal pay rises 
of 6.5 pear cent could be suffi- 
cient to deliver real wage 
growth of L5 per cent That is 
roughly in line with past 
long-term trend values for 
Britain and current real wage 
growth in our European Com- 
munity partners. If inflation 
turned out to be 8 per cent, 
however, then a higher, but 
not necessarily full adjust- 
ment, might be appropriate. 

There would stul be issues to 
be decided concerning funding 
(or surplus cash). But, if a deci- 
sion to be forward-looking 
(with safeguards) is not 
adopted soon, there is a real 
possibility that, if inflation 
does fell sharply in the finan- 
cial year 1991-92, UK real pay 
rises in that year will be for 
greater than for our partners . 
and that the benefits of mem- 
bership of the exchange rate 
mechanism and 1992 sing le 
market win be jeopardised. 
Chris Trinder, 


Pub& Finance Foundation, 
8 Robert Street, WC2 


m Support for Meech Lake Accord 

l From Mr Donald S. Macdonald, ity of the English-speaking 


fYom Mr Donald & Macdonald, 

Sir, i want to express dis- 
agreement with the suggestion 
by Bob Gibbens In your Can- 
ada Survey '(October 23) that 
the Meech Lake Agreement 
was repudiated by English 
C anadians. 

The agreement was supr 
ported in the Canadian House 
of Commons not only by the 
government and its English- 
speaking supporters, but also 
by the two opposition parties, 
the leaden of which at that 
time were English-speaking 
Canadians, and elected from 
constituencies outside Quebec. 

The- governments of a major- 


ity of the English-speaking 
provinces, representing the 
vast majority of Engtish-speak- 
ers, consistently supported the 
Meech Lake Agreement, and at 
the end of it, it was only the 
government of Newfo un d land 
which refused to do so. 

ft was the expressed inten- 
tion of the government of Man- 
itoba also to support the agree- 
ment. but due to a filibuster by 
a Cree Indian member of the 
legislature, it was prevented 
from doing so in time. 

Donald S Macdonald , 

high commissioner for Canada, 

Macdonald House, 

1 Grosvertor Square, W1 ■ 


From Mr J. Murphy. 

Sir, Your editorial comment 
(“Time to reform A-levels,” 
October 29) says “economic 
performance is influenced 
more by the skills and ability 
of the workforce as a whole 
than by the academic prowess 
of an intellectual flite”. 

What a pity then, that hav- 
ing questioned the primacy of 
academic prowess over voca- 
tional attainment, this most 
heretical of editorials should 
have canvassed a set of propos- 
als which, if realised, would 
merely perpetuate that institu- 
tional neglect of vocational 
achievement of which it is so 
rightly critical. 

It is not just that reforming 

A-levels is unlikely to persuade 
early school-leavers to protract 
their education - to date only 
legal compulsion has suc- 
ceeded in tempering such 
youngsters’ preference for 
work over study - as that in 
casting staying on as, in some 
sense, more desirable than 
early leaving, your editorial 
reveals, albeit unwittingly, a 
preference for academic prow- 
ess which all but ensures that 
trained labour will continue to 
be discounted as second best 

Is it any wonder, given such 
latent antipathy to the early 
leaver, even among heretics, 
that the nation fails "to cater 
for the bottom 80 par cent of 
the ability range”. 

J. Murphy, 
lecturer in education. 
Department of Educational 
Research , 

Lancaster University 

From Mr Robin Reeve. 

Sir, Your editorial expresses 
the powerful sense of unease In 
industrial and business circles 
at the state of education and 
training for 16 to 19 year olds. 
There is every reason to think 
that time is not on our side 
and we must now solve prob- 
lems which have hitherto 
defeated us. Even so, yon are 
in danger of repeating the mis- 
take made so often In the past, 
namely trying £0 find a singl e 
comprehensive solution for a 
complex and diverse problem. 

ft is essential to recognise 
key features of the situation 
overlooked in your editorial. 
The first is that A-level no lon- 
ger imposes the simple arts/sci- 
ence divide which you 
describe. In this school well 
over half our A-level students 
take mathematics as one of. 
their three or four subjects. 
The second is that you do not 
mention AS-Ievals and so inad- 
vertently take sides with the 


progressive educational estab- 
lishment which prefers radical 
reform to any kind of evolu- 
tionary progress. 

ASJevels offer an immediate 
opportunity of widening the 
sixth form curriculum in just 
the ways that you would wish 
without inflicting on It the 
essentially non-a cademic pur- 
poses of the current proposals 
of the School Examinations 
and Assessment Council 
(SEAQ. A third factor is that 
the European system you 
applaud offers opportunities 
both for a high level of 
achievement and a significant 
degree of specialisation which 
the blanket proposals now 
before us are likely to damage 
in this country. 

Of course we need to con- 
sider the people who have not 
been well served by the A-level 
system. But we need to adopt a 
flexible and serious approach 
which gives esteem to all 
courses available to the 16 to 
19 year olds. Within this spec- 
trum we must, however, pro- 
vide for our abler students. 
The current proposals dodge 
this issue as have so many pro- 
posals In the past It is disap- 
pointing that In the City people 
should be contemplating with 
eq uanimit y, and even enthusi- 
asm. the demise of one aspect 
of British education which has 
proved a considerable success. 
Robin Reeve, 
headmaster. 

King's College School 
Wimbledon Common, SW19 

From Mr Douglas Dale. 

Sir, There is a better solution 
to the A-level problem than 
envisaged in your editoriaL 
The sixth form course should, 
for the bulk of students, be two 
years leading to a baccalaure- 
ate-style exa m ination, spread 
across the arts/science divide, 
but with a third year for those 
who intend to pass on to fur- 
ther education. In the third 
year (quite & common feature 
already) three or four specialist 
subjects would be taken to full 
A-level standard. 

This would satisfy both the 
advocates of change and those 
wishing to preserve the present 
standard. We should remember 
that the brightest children are 
capable of taking GCSE in four 
years, which should be encour- 
aged. In those cases the extra 
year required in the sixth form 
would have been made up in 
the lower school 
Douglas Dale, 

J97 Hilderstone Road, 

Meir Heath, 

Stoke-on-Trent, Staffordshire 


renewed for 30 years Austra- 
lian's and Ansett’s airport ter- 
minal leases the day before 
they gave notice that the two 
airline policy would be 
scrapped," he explains. With 
restricted access to airport ter- 
minal slots, it is dWfienir to see 
how new entrants can grow in 
the market. 

The privatisation of Austra- 
lian Airline and the partial 
Qantas sell-off also seem to 
have been di c ta ted by political 
expediency. The government 
could no longer afford to fund 
the two state airlines, both in 
desperate need of capital. Aus- 
tralian and Qantas have seen 
their gearing rise significantly 
and are currently burdened by 
excessive 80:20 debt-to-equity 
ratios. The Australian pilots’ 
strike last year had a 
de v as ta t in g impact on airline 
revenues and profits. At the 
gamp time, both Qantas and 
Australian Airlines are com- 
mitted to heavy investment 
programmes. 

“The two airlines find them- 
selves In a situation where 
they are going to be rendered 
increasingly uncompetitive. In 
case of Qantas that mean s 
a slow strangulation; in the 
case of Australian Airlines it 
could create in a couple of 
years potentially quite serious 
circumstances,” warned Mr 
Kim Beazley, the transport and 
r mrnminjp-aHnns minister, to 
justify the decision last month 
of the state airline sell-ofT. 
Moreover, without the 

necessary cash Injection, Aus- 
tralian risks being handi- 
capped in its growing battle 
against Ansett in the 
newly deregulated domestic 


The risk is that In 
the current uncertain 
environment the 
temptation will be 
simply to replace a 
state monopoly with 
a privatised one 


market 

Deregulation and privatisa- 
tion have come late to Austra- 
lia. But they could provide a 
significant opportunity to 
develop a broader-based domes- 
tic airline market as well as 
ensuring a role for Australia in 
the globalisation of interna- 
tional aviation. Direct 
investment by foreign airlines 
in Australian carriers is likely 
to play a crucial part in 
the fixture of Australian avia- 
tion. 

The risk is that fix the cur- 
rent highly uncertain and 
depressed environment 

the temptation Down Under 
will be simply to replace a 
state monopoly with a priva- 
tised one. 


Some myths about 
economic power 

Wealth is mostly about enjoyment, not exercising 
control over other nations, writes Martin Wolf 


D ebates about the fixture 
of Europe have, in 
rerent months, tended 
to start from certain premises. 
These are that the newly 
united Germany will be the 
“dominant” economic power in 
Europe; that this dominance 
poses a problem for its neigh- 
hours; and that something 
must be done about ft. 

What should be done is 
debated. The standard solution 
on the other side of the Chan- 
nel is “more Europe*; that of 
the British prime minister is, if 
not less Europe, at least as lit- 
tle more of it as is possible. For 
the former group, further inte- 
gration of the European Com- 
munity is recommended as the 
way of binding Germany into 
the EC; for the latter it is 
feared as a plot to bind every- 
one else to Germany. 

Neither solution seems per- 
suasive. No institutional 
arrangement is likely to 
impose a durable check on a 
nation's will to power. It Is no 
less naive to argue that keep- 
ing cue’s distance is a solution. 
If there is a problem, the UK 
cannot tope to solve it in this 
way. 

Fortunately, the solutions 
are no more implausible than 
the premises. “Economic domi- 
nance” is a largely empty 
notion. Once again, the rheto- 
ric of war is bring inappropri- 
ately applied to commerce. 
Moreover, to the extent that 
“economic dominance 1 * has 
meaning, it has already been 
contained within the EC. 

Start With the faTiilaTwentailR- 
This supposedly dominant Ger- 
man economy is a label for the 
income generated by the trans- 
actions - both with one 
another and with foreigners - 
of the Germans. Germany 
a market economy. An 
Englishman buys something 
from a German firm because 
he thinks it the best for its 
purpose, given its price. A Ger- 
man, in turn, buys a good from 
an English firm fit does hap- 
pen sometimes) for the same 
reason. So long as everyone 
possesses alternatives — 
whether in their own country, 
in the country with which they 
are dealing or elsewhere - the 
issue of power does not arise. 

To have power, there must 
be a means of applying coer- 
cion. Relations in a competi- 


tive market are, virtually by 
definition, noa-coerclve. Unless 
private monopolies are 
involved, only governments 
can hope to turn economic 
means into effective forms of 
power. They can do so by buy- 
ing arms; by buying Influence; 
by manipulating trade; or by 
manipulating currencies. 

The first method is, as Pro- 
fessor Paul Kennedy points out 
in his work on The Rise and 
Fan of Great Powers, the clas- 
sic way in which economic 
wealth has been transformed 
directly into power. But the 
Germans stow no inclinatio n 
whatsoever for turning plough- 
shares Into swords. Their his- 
tory ha«| taught *lwn that thin 
is a counter-productive course, 
a point on which Mr Mikhail 
Gorbachev would agree. 

Bribery can be tried. Some 
argue that Germany's role as 
the EC’s most Important pay- 
master gives it effective influ- 
ence over the policies of the 
smaller and more impover- 
ished member countries. But 
this influence is limited. One 
cannot bribe a country to do 
what it believes to be inimical 
to its interests, as many a 
weary servant of the IMF or 
World Bank will tell you. One 
might try to buy lobbyists 
instead, but this does not work 
too well, in the US or in 
Europe. 

Another form of economic 
influence is manipulation of 
the terms on which foreign 
business can gain access either 
to the German market or Ger- 
man supplies. Germany’s 
capacity to impose its will In 
this way is strictly limited. In 
1989 about 55 per cent of West 
German exports of goods - a 
sum equal to 17 per cent of its 
gross national product - went 
to its EC partners. But the Ger- 
man market only absorbed 18 
per cent of the total exports of 
its EC partners. More impor- 
tantly, Germany produces little 
for which substitutes cannot 
be obtained elsewhere. Above 
all, the Treaty of Rome already 
precludes such politically-in- 
spired manipulation of trade 
policy. That was one of the 
purposes of its founding 
fathers. 

A government can also 
threaten to dump the currency 
of another country or prevent 
its citizens from investing in 


an economy t ha t is dependent 
on s large capital Inflow. 
Under fixed exchange rates 
such threats can be persuasive, 
as the UK discovered during 
the Suez crisis of 1956. Bat, 
even in theory, no country can 
do derisive damage to another 
In this way, provided the 
potential victim has a range of 
competitive exports and is also 
prepared to float its currency. 
In the specific case of Ger- 
many. the absence of exchange 
controls - combined with the 
independence of the Bundes- 
bank and the country’s com- 
mitment to the exchange rate 
mechanism of the European 
Monetary System - makes 
deliberate manipulation of 
other currencies virtually 
impossible. 

Some might argue that there 
is anoth er source of economic 
power. They will point to the 
monetary hegemony of the 
Bundesbank within Europe 
and argue that Germany thus 
imposes its over-conservative 
macroeconomic preferences on 
its neighbours. But currencies 
can always be untied from the 
D-Mark. That they are not is 
because the credibility to be 
gained by tying to a well-man- 
aged currency has been 
deemed in the interests of the 
countries doing the tying. It is 
absurd to complain about the 
determination of the Bundes- 
bank to pursue the very poli- 
cies that wink** its leadership 
valuable. 

In short, where some form of 
economic power may exist, 
Germany is already bound not 
to use Si. H it is not adequately 
bound already, nothing cur- 
rently proposed is likely to 
make it more so. The case for 
any particular development of 
economic integration in the EC 
must, therefore, stand cm its 
own merits. It cannot be justi- 
fied as a way of containing 
Germany's economic power. 

There is also a more general 
conclusion. Unless a country's 
wealth is tamed into guns it 
gives a government little 
power. Wealth is valuable for 
toe pleasure it affords to those 
who have it. There is little rea- 
son to begrudge one’s neigh- 
bour those hard-earned plea- 
sures, not least when they 
increase one's own opportuni- 
ties for earning the where- 
withal for pleasure too. 
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BUSINESS WITH SPAIN 

Strategies for Developing 
Competitiveness 

Madrid, 19 & 20 November 1990 

A high-level two-day forum is to be arranged by the Financial Times in association with Expansion, ft will 
look at the outlook for the Spanish economy, the effect of the slowing down of the economy on 
investment and industrial production and will analyse the strategies to make Spain more competitive to 
meet the challenge of the open European market and the changes in Eastern Europe. 

Speakers taking part indude:- 


D. Carlos Solchaga Catalan* 

Minister of Economy and Finance, Spain 

Dr Francisco Jose Pereira Pinto BalsemSo 

Chairman 
ControljomaJ SA 

Former Prime Minister of Portugal (1981-83) 

D. Jos€ Borrell Fonteltes 

Secretary of State for Finance 
Ministry of Economy and Finance, Spain 

D. Jaime Echevarria Abona 

Chairman 
Viscofan SA 

,D. Jaime Carvajal Urquljo 

Chairman 

Ford Espafia 

D. Mariano Rubio Jimenez 

Governor 
Banco de Espana 


D. Fernando Panfczo Arcos 

Secretary of Stale for Industry and Energy, Spain 

D. Abel Matutes 

Commissioner 

Commission for the European Communities 

D. Arturo Romani Biescas 

Managing Director, Industrial Division 
Banesto SA 

Mr Timothy Davis 

Senior Vice President & Country Manager 
Chase Manhattan Bank NA 

D. Jose Garcia Hermoso 

Vice Chairman 

ComisiSn National del Mercado de Valores 

Professor Dr Jurgen B Donges 

Director 

Institute of Political Economy 
University of Cologne 


* Subject to final confirmation 

A limited amount of exhibition space is avdBable at the conference 
in association with Fxnansion Official Carrier 
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Violence is a milestone in India’s history 

Hindus’ attack on mosque leaves Moslems increasingly fearful, writes David Housego 


I N the deserted streets of 
Old Lucknow yesterday, 
little moved except some 
cows lumbering slowly across 
the road and an occasional 
police patrol 

As in 15 other cities in the 
state of Uttar Pradesh curfew 
has been imposed on the capi- 
tal by an administration ner- 
vous that Tuesday's storming 
of the mosque at Ayodhya by 
Hindu fundamentalists could 
provoke widespread Hlndu- 
Moslem rioting. 

Shops remained closed all 
day and people were confined 
to their homes by precaution- 
ary measures across this north- 
ern state that are without pre- 
cedent in recent history. 

At Maulvi Gunge in the 
heart of the Moslem area, bro- 
ken bricks lay scattered on the 
road - a sad testimony to 
clashes between Hindus and 
Moslems that occurred the day 
before Hindu militants planted 
their flags on the disputed 
mosque at Ayodhya. 

“It has never happened here 
before. History was made here 
that day.” says the officer com- 
manding the patrol at the 
Maulvi Gunge crossroad. 

Lucknow, where a quarter of 
the population is Moslem and 
which was once the capital of a 
Moslem principality, has long 
prided itself that it has no 
record of the Hindu-Moslem 
violence that has scarred much 
of northern India since Pakis- 
tan broke away in the blood- 
shed of partition. 

But on Monday, when Hindu 
militants marched in proces- 
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sion to demonstrate support 
for the construction of a new 
Hindu temple at Ayodhya. 
bricks began to fly - with 
nobody now certain how the 
trouble started. One person 
died and several were injured 
as clashes spread to other parts 
of the old city. 

Yesterday, as Hindu mili- 
tants voiced their triumph and 
elation at having symbolically 


begun the construction of the 
temple, Moslems expressed 
their fears. At nearby Amina- 
bad, where Hindus looted Mos- 
lem shops cm Monday, a young 
sales representative for a drugs 
company said: "Everybody is 
afraid here. Among the Mos- 
lem community nobody feels 
safe now.” 

Talking to Moslems, officials 
in the state government, and to 


Hindu militants at a camp out- 
side the city where they are 
being detained, there is the 
sense that this week’s events 
mark a milestone in India's 
post-independence histo- 
ry - and that beyond is 
j unkno wn terrain. 

"There have been many inci- 
dents [of tensions between Hin- 
dus and Moslems over reli- 
gious sites], but this is the 
worst,” says Dr Syed Kalbe 
Sabiq, the Shia leader who has 
worked hard for a compromise 
over the disputed Ayodhya 
mosque. Never before has 
there been such a coordinated 
assault on what Moslems 
regard as their property. 

Faced with conflicting 
accounts in the press and on 
the state-owned television, 
most Moslems remain confused 
about what happened at Ayod- 
hya on Tuesday. Yesterday's 
papers in Lucknow carried 
■* front-page pictures of Hindu 
militants astride the mosque's 
three domes, and further pic- 
i] tures inside of the damage 
inflicted on the mosque’s fab- 
ric. But under the curfew, few 
copies were distributed. 

By contrast, the state-owned 
television broadcast old pic- 
tures of the mosque on Tues- 
day night that showed the 
domes untouched. The govern- 
ment claimed as well that the 
mosque had not been damaged. 

"If the reports of damage to 
the mosque are confirmed, 
there will be riots” said one 
shopkeeper at Amina bad. 
“Moslems will be very angry.” 

Few Moslems now see much 


US AGENCY REPORT 


S&L failures involved fraud 


Ely Lionel Barber in Washington 


CRIMINAL misconduct has 
been discovered in half of the 
493 thrifts seized as part of the 
multi-billion dollar clean-up 
operation, the US federal 
agency in charge of rescuing 
the savings and loans industry 
said yesterday. 

The Resolution Trust Corpo- 
ration said in its first quarterly 
report, issued this week, that 
fraud contributed to 40 per 
cent of the savings and loans 
failures, confirming earlier sus- 
picions that lax regulation cou- 
pled with rampant speculation 
fuelled the collapse of the 
thrift industry. 


The bail-out of the savings 
land loan industry could cost 
up to $500bn over the next 30 
years, depending on fixture 
interest rates and the price of 
real estate, making it the most 
expensive financial in 

histoiy. 

The agency promises in its 
report that federal authori- 
ties will recoup as much 
money as possible for taxpay- 
ers, while pursuing criminal 
fraud and negligence through 
the courts. 

As of September, 322 inves- 
tigators had completed pre- 
liminary investigations of 80 


per cent of the seized thrifts; 
66 lawsuits have been taken 
out against savings and loans 
directors, officers and profes- 
sionals. So far, however, the 
agency has recovered only 
about $26m. 

A more serious problem for 
the agency is the failure of 
Congress to approve much- 
needed funds for its continu- 
ing rescue operation. 

The lack of action is cer- 
tain to increase the cost of 
the bail-out by billions of dol- 
lars as the agency is forced to 
delay taking over loss-mak- 
ing S&Ls. 


Bundesbank urges Kohl to curb spending 


By David Marsh in Bonn 


THE Bundesbank is calling on 
the German government to 
agree rigorous spending curbs 
next year to free resources for 
restructuring the east German 
economy and limit sharply ris- 
ing public borrowing. 

Mr Earl Otto Pohl, the Bund- 
esbank president, is believed to 
have told Chancellor Helmut 
Kohl on Tuesday that the cen- 
tral bank would favour a near- 
freeze on public spending in 
nominal terms in west Ger- 
many for 1991. 

The warning came before the 
regular fortnightly meeting 
today of the Bundesbank's poli- 
cy-making central counciL 
Although there has been spec-- 
ulation that the Bundesbank 
could tighten credit today, it 
seems unlikely that the dis- 
count and Lombard rates 
- maintained at 6 and 8 per 


MR Detlev Bohwedder, the 
chief executive of Germany’s 
state Treuhand agency, 
which is supervising 8,000 
troubled east German com- 
panies, yesterday said that 
privatisation was being seri- 
ously delayed by legal and 
administrative hurdles. 


Mr Bohwedder delivered a 
bleak assessment of the out- 
look for speedy economic 
improvement east of the 
Elbe, saying that the prob- 
lems left by 40 years of com- 
munism were confronting 
Germany with “quite enor- 
mous” tasks. 


cent respectively since October 
1989 - will be increased. 

Mr Theo Waigei, finance 
minister, who is not due to 
announce plans for next year’s 
budget until mid-November, 
has spoken repeatedly recently 
of the need for spending 
restraint next year. 

Partly because of the cam- 
paign for the December 2 gen- 
eral election, he has, however, 
stopped well short of any firm 
announcements on cutting sub- 


sidies. 

Government officials in 
Bonn said that the Bundes- 
bank’s plea to Mr Kohl 
appeared to be part of the cen- 
tral bank’s well-broadcast cam- 
paign to warn of the dangers of 
higher Interest rates and/or 
higher taxes if public spending 
was not brought under better 
control. 

Mr Pohl like other leading 
Bundesbank officials, is wor- 
ried that ballooning German 


public sector deficits are plac- 
ing growing pressure on the 
capital markets. 

Mr P5hl is anxious tha t the 
Bundesbank should not be too 
speedily forced into increasing 
interest rates at a time when 
many partner countries in the 
European Monetary System 
wifi want easier credit to head 
off economic downturn. 

• A German court yesterday 
overturned two laws which 
allowed long-term foreign resi- 
dents to vote in Local govern- 
ment elections, Reuter reports 
from Karlsruhe. 

Meanwhile, Germany’s min- 
ister for the family called for a 
clampdown on the illegal trade 
in Third World women for 
prostitution and for tougher 
measures to combat violence 
against women and children. 


Confidence 
vote in Dail 


Hurd calms UK fears on Emu 


Continued from Page 1 


By Ralph Atkins in London 


The minis ter looked over his 
shoulder, checking the coast 
was clear. The eye gave a big 
wink, the voice dropped to a 
mutter. “My lips are sealed,” 
he said, and left 

At the centre of the storm 
was Mr Lenihan. He was 
alleged to have lied about a 
phone call he is said to have 
made nearly rune years ago to 
the president, seeking political 
advantages for Mr Haughey’s 
Hanna Fail Party. 

Mr Lenihan had vehemently 
denied he made the can. The 
opposition and media had pro- 
duced evidence to support 
their charges against Mr Leni- 
han. 

Mr Lenihan is an exception- 
ally popular politician, both 
within and outside Fianna 
F ail, opoosition parties will 
now focus their attack on Mr 
Hanghey. 

Mr Dick Spring, leader of 
the Labour Party, said Mr 
Haughey’s government could 
not tell the difference between 
truth and lies. Spring. 


MR DOUGLAS HURD, the 
British foreign secretary, 
sought to heal rifts in the rul- 
ing Conservative party over 
Europe last night by telling 
members of the party in Parlia- 
ment that the defence of Brit- 
ish Interests should be com- 
bined with a “constructive and 
positive” approach to the Euro- 
pean Community. 

The weekend summit of EC 
leaders in Rome should not be 
regarded as an insuperable set- 
back, Mr Hurd said. Italy's 
insistence on setting a date for 
the next stage of economic and 
monetary union was “Hi-con- 
sidered” but there was no feel- 
ing of “disaster or tragedy" 
from the Rome summit “The 
dust will settle ” Mr Hurd said, 
adding that there was still 
much to play for at December’s 
inter-governmental confer- 
ences. 

His remarks to the Conserva- 
tive European Affairs commit- 
tee attempted to focus atten- 
tion on seeking the best deal 
possible at the IGCs on eco- 
nomic and monetary union and 


on political union. 

He reiterated that the Trea- 
sury's plan for a "hard Ecu" 
could lead to a single currency 
for Europe if desired by gov- 
ernments and people. Efforts 
bad to be concentrated on put- 
ting positive proposals forward 
while seeking to protect Brit- 
ish interests. 

It emerged yesterday that 
Foreign Office ministers have 
received assurances from the 
Luxembourg govern- 
ment - which takes over the 
presidency of the EC from Italy 
at the end of the year - that it 
would do all In its power to 
ensure Britain is not isolated 
at the IGC meetings. 

Mr Hurd played down the 
outcome of the Rome summit 
which set a 1994 as the starting 
point of the next stage of Emu. 
In practice both the timing and 
the content of further steps 
would be determined by the 
inter-governmental conference, 
he said. 

At the meeting of about 40 
backbenchers from all wings of 
the party, he tried to defuse 


anxieties about the IGC on 
political union, saying what 
was envisaged was a “Single 
European Act Mark Two”. 
Rather than the grandiloquent 


comments of some European 
leaders, the emphasis would be 


leaders, the emphasis would be 
on constructive institutional 
reforms. 

Mr Hunt’s comments came 
on the same day as the Liberal 
Democrats tabled a motion of 
no confidence in the govern- 
ment following Mis Margaret 
Thatcher’s statement on 
Europe on Tuesday. The prime 
minister’s method of conduct- 
ing negotiations with other EC 
leaders “only serves to reduce 
the Influence that Britain has," 
the party said. 

Mr Paddy Ashdown, Liberal 
Democrat leader, accused Mrs 
Thatcher of “making a fool of 
herself". Labour was “muddled 
and confused'’ and unable to 
move a motion of no confi- 
dence itself, he added. “On this 
issue we are the legitimate 
apposition party. We are the 
only party to have a united pol- 
icy." 


The administration had 
sought up to $57bn for the 1991 
fiscal year, which began on 
October 1, to cover both core 
losses cm the closure or dis- 
posal of failed thrifts and to 
finance working capital needs. 
The fluids approved by Con- 
gress last year have virtually 
run out 

The savings and loan res- 
cue is unpopular with voters. 
In the aftermath of the bud- 
get fiasco, congressmen had 
no stomach for approving 
money for the bail-out 
of the mid-term elections 
next week. 


French cut 
in interest 
rates takes 
markets by 
surprise 


By George Graham 

in Paris 


THE BANS of France 
yesterday lowered its main 
money market rates by a quar- 
ter of a percentage point, 
catching the markets by sur- 
prise. 

The central hank’s main 
intervention rate dropped to 
9.25 per cent, whHe its repur- 
chase rate fell to 10 J) per emit. 

The interest cot is the sec- 
ond move by the Bank of 
France in only two weeks 
aimed at loosening credit con- 
ditions in the face of slower 
economic activity. 

It recently relaxed its com- 
pulsory reserve requirements, 
thus lowering the cost of fluids 
for commercial banks and 
allowing them to reduce their 
base rates by IS to 25 basis 
points. 

Bnt Mr Jacques de Laro- 
sifere, governor of the Bank of 
France, said at the time of the 
reduction in reserves that the 
“charged international situa- 
tion” and the need to prevent 
Inflation from taking off made 
it impossible to reduce inter- 
vention rates. 

The Bank of France said yes- 
terday that the firmness of the 
franc and recent positive 
money supply statistics justi- 
fied the quarter-point cut in 
interest rates. 

The French currency has for 
some weeks stood above its 
central rate against the 
D-Mark In the exchange rate 
mechanism of the European 
Monetary System, making a 
redaction in Interest rates 
technically possible. However, 
the threat that the German 
Bundesbank might increase its 
own intervention rates had 
seemed to rule out a reduction 
in French rates. 

“We were relatively sur- 
prised by the move," said Mr 
Olivier Elnire, economist at 
Credit Lyonnais. “It might not 
be the ideal moment at a time 
when Inflation is accelerating 
and the external accounts are 
deteriorating. On the other 
hand, production in France is 
now dearly slowing down and 
company profit margins are 
starting to suffer. At the same 
time, the possibility of a Bund- 
esbank rate increase has 
diminished.” 

The Finance ministry has 
been fr u st rated by obstinately 

high real interest rates - and 
eager to lower the cost of 
credit, particularly to small 
and medium-sized companies. 
The past six weeks, however, 
have seen modi tighter credit 
conditions, with banks 
demanding considerably 
higher margins than In the 
recent past for new loan busi- 
ness. 
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hope of a compromise in the 
Ayodhya dispute. The funda- 
mentalists “don't want a com- 
promise,” says Mr Mucktar 
Ante, a minister in the state 
government. “They want to 
demolish the mosque.” 

One Moslem who still holds 
out hope is Dr Kalbe Sabiq, 
who believes that Hindu and 
Moslem divines were close to 
finding a solution last month 
and should resume talks. 

A T the camp outside 
Lucknow where some 
850 Hindu militants are 
being held, there is also little 
sign of a readiness to compro- 
mise. The militants were 
arrested while trying to reach 
Ayodhya to participate in the 
ceremonies to mark the begin- 
ning of construction. 

On Tuesday, the police offi- 
cial in charge of the camp 
came himself to tell them that 
other militants had succeeded 
in reaching the interior of the 
mosque. They celebrated what 
they described as a triumph. 

Mr Sampat Somani, a Bom- 
bay businessman and spokes- 
man for the fundamentalist 
Vishwa Hindu Farlshad at the 
camp, says Moslems should 
“lie low at the present time” 
and “gracefully accept” the 
demolition of the mosque. 
“What does that mosque mean 
to them?” he says. “Nothing.” 

He believes the Hindu radi- 
cal BJP party could one day 
take power in India. He sees a 
place for Moslems in such a 
state and adds: “They will be 
very secure but they will not 
be allowed any mischief.” 


It pays to shop 
at Marks 


The UK markets are suddenly 
convinced that a Anther base 
rate cut is imminent. It is less 
clear who is leading whom. In 
the new world of the ERM, the 
Bank of England’s signals have 
apparently lost their force. But 
if the authorities are sounding 
out the foreign exchange mar- 
ket’s response to a cut, the 
reply seems slightly ambigu- 
ous. With money market rates 
now discounting base rates of 
13.5 per cent, sterling is now a 
touch below its central rats of 
DM245. 


Marks and Spencer 


Share price relative to 
FT-A Al-Share index 


v- ■; 1 

1 wff « 

F,* ' - ! 

■'t o. 

•V. , Ar 



- 1 

4 ‘ ' **— 

>*■>•* *• j 

• r • v t :<>■ ■- '■ 




M and S 

Gtve the market some credit; 
it may have been wrong about 
Polly Peck, but it appears to 
have been right so ter n™ year 
about ICI and now Marks and 
Spencer. To turn In a 10 per 
cent increase in pre-tax interim 
profits is a rare achievement m 
this kind of retailing rHnurta 
M and S has some way to go 
before it can really throw off 
its defensive image; but the 
signs are that a leaner, smarter 
company is emerging from 
Lord Rayner’s stewardship. 

The strength of UK. cash flow 
jumps out of the figures, defy- 
ing suggestions that the 
shares’ days of premium rating 
are nearly over. The full year 
numbers are unlikely to be 
quite as positive after 
increased capital expenditure 
in the second half; but with 
operating margins showing 
remarkable resilience and 
Christmas sales to come, the 
company looks very comfort- 
able. 

The blemishes are naggingty 
familiar. Brooks Brothers con- 
tinues to gobble cash which 
could be much more profitably 
employed in the fast-expanding 
European markets, given that 
it is unlikely to maka a profit 
for at least two years. The tim- 
ing of entry into UK home fur- 
nishings looks increasingly 
unfortunate, while financial 
services badly need the prem- 
ised kicker from the recent per- 
sonal loans promotion. 

After 40 per cent outperform- 
ance this year, the shares are 
well rated; technocratic retail- 
ers do have their fans. On fore- 
cast full year profits of £660m, 
they stand on a somewhat 
remarkable p/e of around 15 
times earnings, or a 80 per cent 
premium to the maricpt- 


1986 87 88 89 90 


quite 60 straigixtforwardJtea* 
ters* shares peaked at £13.18 
last July, and closed at 563p 
last night How much of that 
has to do with delays in Deal- 
ing MO 0? Surely not much. The 
second phase is a project on 
which Reuters says it has so 
far spent around £20m. In the 
context of a £2.4bn market cap- 
italisation company this is not 
enough to cause a huge fuss, 
especially since Reuters is 
probably pushing earnings 
ahead 14 per cent this year 
anyway. 

The real worry is that even 
after the Gulf crisis began. 


business publishers in the 
print and electronic media sim- 
ply failed to foresee that their 
markets would soften as rap- 
idly as they have this autumn. 
Some observers will applaud 
yesterday's 300 job losses at 
Reuters as a sign of tough lead- 
ership. They may just as well 
be a tacit admission of unreal- 
istic management. It is too 
early to say that Renters 1 
shares are a buy on their cur- 
rent multiple of about 11 times 
1990 earnings. 


troops about the need to be 
market driven and sharpening 
the focus, unless it is a subtle 
warning that it is going to shed 
10 per cent of its workforce. 
Given that Barclays employs 


60 per cent more people in the 
UK than ICL there would seem 


UK than Id, there would seem 
to be plenty of scope here. 
Unfortunately, it insists that 
this is the last thing on its 
mind at the moment. 

Nevertheless, yesterday’s 
restructuring is not just about 
the internal politics of Bar- 
clays, although the fact that 
BZW seems to be losing some 
of its independence may cause 
some angst. Like every other 
big bank Barclays is wrestling 
with the age-old problem of 
how best to exploit its commer- 
cial and investment banking 
businesses. The decision to 
divorce the prudent control of 
the balance sheet from the 
management of the important 
treasury profit centre is emi- 
nently sensible. And while the 
group str u ctur e has been sim- 
plified, tiie question of whether 
this will h npm g w the long-term 
performance depends on the 
quality of Barclays manage- 
ment, which remains the same 
as before. 


Reed International 

Reed International’s interim 
figures show the working out 
of a cautious master-plan. The 
paper and packaging industries 
it sold out of are now deep in 
recession. But as a pure pub- 
lisher, it might with luck 
match last year’s pre-tax prof- 
its of £276m before exception- 
als this year, which is good 
going for an English-speaking 
publisher in an English-speak- 
ing recession. And given 
Reed’s confidence about the 
inherent strength of its cash 
flow, the 9 per cent rise in the 
Interim dividend is doubtless 
sus tainable for the firmi- 


The problem is rather the 
next upturn, when tha cau- 
tious Reed may well be aut- 


Reuters 


paced by those of its more 
heavily borrowed rivals who 
survive the recession. One 
answer might be cheap oppoiv 
tunistic acquisitions. But 
th«ngh Reed's interest cover of 
u times obviously qualifies it 
to play the vulture, it would 
seem that publishing assets are 
not yet on the market at fire 
sale prices. In the past four 
months Reed has underper- 
formed the market by over IS 
per cent, chiefly on the 
assumption — wrong so far 
- that it would be hit by the 
drop in UK consumer advertis- 
ing. At yesterday’s 335p, the 
shares are on almost 10 times 
current year eaxntojp and a 6 
per cent prospective yield. 
That could be a shade on the 
cheap side, but not much. 


Barclays 

The restructuring of Bar- 
clays is not the first in its 300 
year history and will certainly 
not be the last Indeed, it is 
hard to get excited when, the 
chairman of any major com- 
pany starts lecturing the 


Let us try to be charitable to 
Reuters. Perhaps yesterday’s 
share price dfibacte waa merely 
due to muddled investor refer 
turns. It cannot be easy for the 
company, which has been 
growing its earnings 35 per 
cent a year since 1985, to accus- 
tom its front men to a bearish 
financial woridin which even 
such as Citicorp are palling in 
their horns. Perhaps Reuters 
had hyped up the new second 
phase of the Dealing 2000 for- 
eign exchange system beyond 
its potential. Hence the 7 per 
cent drop in the shares yester- 
day, following yet another 
postponement 

Or maybe the story is not 
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Kodak incurs 
loss of $206m 

Eastman Kodak yesterday 
revealed ft had gone Into 
ttra red In its third quarter 
with a $206 m loss. A 
Judge's ruling that Kodak 
must pay’ Polaroid 
$909.5m after a patent 
Infringement case was toe 

„ main cause of the bad 

result, as operating earnings tor the quarter 

JSS"**** f wr GenL Kodak's after-tax 
earnings would have been 19 per cent higher 
without the provision. Page 19 ^ 

Steel fights counter-attack 

Steel is fighting hard to maintain its premier 
position as one of industry’s most important 
raw materials. Faced with fresh advances In 
carbon fibre, glass fibre and aluminium, steel 
nas benefited from a generation of new coat- 
ings that has spawned a wide range of new 
applications. But steel's competitors have 
launched a counter-attack against this renais- 
sance. Lynton McLain reports on the battle 
among raw material producers. Page 27 

Chase tries to do it better 

Chase Manhattan’s 
i—*. decision to cut Its 
~ staff by 5,000 is seen 

' llinl ^ **»® bank as an 
opportunity to refo- 
cus on the things 
that it does best The 
restructuring wfff 

i llll ■— ■ i entail moving from a 

- - number of undarper- 

*— 1 forming business 

. ^ areas and a new 

emphasis in its European operations on corpo- 
rate finance, risk management products, infor- 
mation services and private banking for rich 
retail clients. Peter Martin examines the bank's 
efforts to galvanise it competitiveness. Page 22 

Laura Ashley dotaBs stake sale 

Shareholders of Laura Ashley, the UK clothing 
and furnishings retailer which plunged into 
fosses in its last financial year, should today 
receive, a document detailing thg sale of a 15 
per cent stake to Aeon, a Japanese retailer. 

They wjii hove three weeks to consider the 
proposed deal before it to put to the vole on 
November 23. The deal would cut Laura Ash- 
ley’s gearing from 122 per cent to 34 per cent 
and .'allow ft to negotiate, better terms with its 
bankers. Page 24 . . ; • 

Volatae DubOn slumps . . 

The Dublin stock ■ 
market — one of ffro 
smallest fii Europe 
— Is proving to be - ■ 
one of the most vola- 
tile with shareTralue# 
down over 23 per 
cent so far this year. 
The' traditional main- 
stays of the 
exchange, such as 
the leading banks, 
have been hit parity 
- by problems In their 
overseas markets 
whereas some of the 
bright newcomers to the exchange have seen 
their fortunes badly mauled. The most Spectac- 
ular flop to date has been the Dublin-based 
video rental group, Xtraviston. Ite-sbares have 
fallen 91 per cent since January. Bade page 
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Two main divisions for commercial and investment banking • Boundaries based on ethos 

Operational shake-up at Barclays 


By Dsrid LascellM In London 

BARCLAYS, the UK’s largest 
clearing bank group, yesterday 
uavefled a new corporate struc- 
ture which it says will be rmyrh 
better suited to the present-day 
banking market 
The novelty is that Barclays 
divisional structure will be based 
on culture or “ethos” rather toe " 
geography and functions as in 
toe past Sir John Quinton, the 
chainuan. said it was “toe logical 
outcome of developments of the 
last lew years," mrfiyfl w g the Big 


Bang In 1986 when Barclays 
entered the securities business. 

The Barclays group is to be 
divide d into two main divisions. 
One, the BanKtng Division, will 
contain the traditional commer- 
cial banking business and will be 
characterised by the clearing 
bank ethos. The second, the Mar- 
kets and Investment Banking 
Division, (MIB) will consist of toe 
global treasury services and Bar- 
clays de Zoete Wedd, the group's 
investment bank. MIB will be 


based on the more e n trepreneur* 

ial investment hanking ethos. 

A third division, lag Finance 
Division, will manage the group 
balance sheet. 

The st r ucture was devised with 
thp help of McKlnsey, fig mm. 
a gpTwpnt consultants. 

The Banking Division win be 
headed by Mr Alastalr Robinson, 
formerly head of UK banking. 
and MIB by Sr Martin Jacoxnb, 
the chairman of BZW and group 
d e p uty chairman. The Finance 


Division, will be run by Mr Brian 
Pearse, the Barclays finance 
director. 

Sir John swi ff that the 
were Intended to address the 
greater complexity of the Bar- 
clays Group since Big Bang, 
when it acquired stockbroking 
and Jobbing firms and created 
BZW. He believed the new struc- 
ture would be better at meeting 
customers* needs. 

Hie changes would elimi- 
nate overlap between the dealing 


operations of the global treasury 
and BZW. This might entail some 
job losses, but this was not the 
main object of the exercise. Sir 
John said the new structure 
would enable Barclays to focus 
wmr-h more closely on its mar- 
kets. It would be able to identify 
more easily which parts of the 
business were not performing 
well, and withdraw from them if 
be. 

Detail* Page 25 
Lex. Page 16 


Unisys’s twin peaks — losses and debt 

Louise Kehoe looks at the lack of confidence in, and likely disposals by, the computer group 


U nisys, the computer and 
defence group formed 
four years ago from Bur- 
roughs and Sperry, is awash with 
red ink, deep in debt and losing 
the faith of investors and custom- 
ers. 

In recent weeks, the group - 
which has sales of SlObn -• has 
suspended pay m e n t of the divi- 
dend on its shares, reported a 
third-quarter loss of pas um, ami 
seen its share price collapse to 
about $2’A, compared with its $17 

Ugh of tile past 12 mrmlhn 
The company’s manag iBW iimt 
says, it does not face an immedi- 
ate cash crisis, but it aims to sell 
off significant portions of the 
business. The sales are likely to 
include the most profitable 
operations, leaving Unisys a 
shadow of its former self. 

Unisys’s difficulties are not 
unique. In the past few months 
almost every large computer 
manufacturer announced 
cost cuts. Industry analysts com- 
plain, however, that Unisys 
always blames toe business eft- 
mate, never its own shortcom- 
ing. “Hie real problem is bad 
e xe cu ti on by wanaggmant, 1 * says 
Mr Dm i Young of stockbrokers 
Sanford C. Bernstein in New 
York. 

The group’s problems go back 
to toe merger between two of the 
oldest names in computers in- 
1986. Mr Michael Blumanthal, 
chairman of Burroughs and 
architect of the deal, hoped to 
create a giant to cha Benge IBM. 
Combining Burroughs and 
Sperry would produce, be fore- 
cast, a company with $20bn of 
revenues 1993. Instead. Unisys’s 
revenues have stagnated at about 
SLObn, weft behind IBM’s $60fan. 

There were two profitable 
years after the merger, then Uni- 
sys lost $639m in 1989. For toe 
first rune months of this year, 
Unisys lost 9348m. According to 
analysts at IDC, Unisys’s share at 
toe Tw«rinfnimf> comp u ter market 
fen to 4.7 per cent last year from 
a combined 82 per cent at toe 
time of the merger; . 
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Attempting to retain toe loy- 
alty of existing Sperry and Bur- 
roughs customers, Unisys contin- 
ued development of toe separate 
computer systems offered by 
both companies. This cut it off 
from hoped-for economies of 
scale and added to research and 
development costs. 

Critics Mama Mr Blrnnant h al 
for faffing to come to grips with 
this problem. Mr James Unruh, 
Mr BIumenthaTs successor as 
chairman and chief executive, 
maintains that the merger was 
the right thing to do. “I often 
think about what Burroughs and 
Sperry would be like had we not 
merged.” he says. "I am con- 
vinced that both companies 
would be in a serious decline.” 

Mr Unruh baa ahanrirmwl Mr 
BIumenthaTs ambitious goals. 
The $20bn revenue target is gone, 
he says. *1 don’t focus on growth. 
I must improve the financial per- 
formance of the company, then 1 
will worry about growth." 

His measures Include cutting 
tiie workforce by 10 per cent to 


about 781)00, selling surplus facil- 
ities and cutting inventories. 
Next come efforts to reduce toe 
company’s $4bn debt, a legacy of 
the merger which costs the com- 
pany flOOm frifc g r pgt a quarter. 

Unisys will not comment on 
what portions of its business will 
be sold to reduce debt Analysts 
suggest, however; that Unisys’s 
onetoird stake in Nihon Unisys, 
its Japanese sales affiliate, is a 
likely canriktata They estimate 
that toe” stake -could be worth 
9500m. Japan’s Mitsui, which last 
year bought 9250m at Unisys’s 
p refer red stock to help the US 
company’s balance sheet also 
owns anetidrd of Nihon Unisys. 

Another candidate for sale is 
Tmwpler, a data cOnununlcaiiODB 
company which Unisys acquired 
in 1988 for 9320m, during Mr BIu- 
menthal's drive for expansion. 
Tfcneplex js one of the few parts 
of Unisys’s computer business 

that I” p rofi ta ble. 

It is no secret that Mr Unruh 
would like to unload Unisys’s 
$2£bn defence business, but fall- 


ing sons spending Hialma buyers 
hard to End. 

In any case, selling assets will 
not solve Unisys’s longer-term 
problems. To survive. It must 
make its operations profitable. 
The outlook is dismal. In 1992, 
thft company "may break even at 
best* t says Mr Young. 

Unisys's recently announced 
plan to amt out the Babel of its 
incompatible products may prove 
too little, too late. Its software 
strategy "road map”, unveiled 
last month, includ es a st rong 
emphasis on “open systems" - 
computers built to common 
induriry standards in hardware 
ami software. 

The “open systems” segment of 
tire computer market, although 
small, is growing at about 30 per 
cent per year, much faster than 
other ports of the business. Uni- 
sys lias become a significant 
player here with sales last year of 
about $L5hn. but it has yet to 
earn a profit - and some ana- 
lysts question whether it can. 

Robert Kidd of Dataquest, a 


market analysis group, argues 
that open systems computers are 
becoming commodity products 
with lower profit margins. To 
make them profitable, he says, 
“Unisys will have to find ways to 

reduce mannfarinring and tfia . 

tribution costs.” 

Mr Unruh acknowledges the 
problem. “Open systems are 
changing the economics of our 
industry,” he says. 

While some of its competitors, 
such as NCR and Hewlett-Pack- 
ard. have fully embraced the 
“open systems " movement, Uni- 
sys is attempting to play both 
rides of the market by su pp ort i ng 
both proprietary and standard 
software. The danger is that toe 
company will succeed in neither. 

Unisys is focusing its sales 
efforts — to applause from ana- 
lysts — on specific market seg- 
ments such as banks, ffriinwi 
and the US government It offers 
ftimplfte packages of atiinm^iiari 
equipment, such as cheque pro- 
cessing systems for iwwira. 

The question remains whether 
the company can maintain the 
confidence of existing and poten- 
tial customers, given its poor 
financial health. “Our real con- 
cerns are: where is Unisys g oing 
to be five years from now? W2H 
the com p an y survive?" says Mr 
Richard Gass, data processing 
manager at Employers’ Mutual 
Casualty Insurance in- Des 
Moines, Iowa. Though Employ- 
ers' Mutual is a loyal Unisys cus- 
tomer, he says, it will have to 
reassess its computer plans if 
Unisys's financial situation con- 
tinues to deteriorate over the 
mart six to nhw mftntho. 

One possible ending to the Uni- 
sys story would be for it to pass 
into foreign hands, perhaps those 
of a Japanese electronics con- 
glomerate. Such a deal would 
cause an outcry in the US, how- 
ever, and might be vetoed by two 
big Unfays customers, the US 
Navy and Army. Whatever hap- 
pens, the merger that began with 
such ambitious aims faces an 
unhappy 


Special 
$2.1bn 
write-off 
for GM 


By Alan Friedman 
In New York 

GENERAL MOTORS, the largest 
US car maker, yesterday 
announced a larger than expec- 
ted 32 . 11 m third-quarter write-off 
for re s tructuring costs, including 
the rinsing of four plan ts that 
were previously classified by GM 
as “idled." 

Although GM said it. had oper- 
ating earnings of $10 9m in the 
third quarter the special after- 
tax charge caused a net loss of 
$2bn or $3.54 per share, com* 
pared with net earnings of $517m 
or 72 ce n ts in the same quarter 
last year. Revenues in the third 
quarter were &9 per cent higher 
at |30Bbn. 

GlTs loss conies a day after 
Ford, the second biggest US auto- 
mobile group, unveiled a 79 per 
cent slump in its third-quarter 
earnings, to 8102m. 

Mr Robert Stempel, chairman 
of GM, said the re st ruc tu ring 
charges are designed to bring the 
company’s cost structure more in 
line with the projected level of 
North American operations. 

Mr Stempel said toe operating 
and financial results for the 
third quarter were achieved dur- 
ing a period of “extraordinary 
external uncertainties, dinning 
North American consumer confi- 
dence in general economic condi- 
tions and Intense competition In 
the market place.” 

The GM r estru c turing charge 
Is primarily attributable to 
redundant facilities and related 
employment costs and mrimiwg 
tike closing of assembly plants in 
Massachusetts, Georgia, Michi- 
gan «iH Missouri. 

The charge also Includes provi- 
sions for other manufacturing 
and warehouse operations in 
North America which will be 
consolidated or closed in the 
next three years. 

GM said the charge has no 
impact on its overall cash fiow. 
Mr Jean Claude Gnat, an ana- 
lyst at UBS Phillips A Drew in 
New York, disagreed with thin, 
however: “The charges are not 
cash flow neutral because GM is 
going to have to pay off some of 
its laid off workers to get then 
off the payroll,” he said, adding 
that some 40,000 of GM's 
340,000-strong workforce are 
currently receiving lay-off bene- 
fits. 

Mr Greet estimated that up to 
$600m of the $ 2 JLbn charge will 
be cash flow negative because it 
may have to be paid out over the 
next six to 12 months and repre- 
sents money that would not nor- 
mally have been spent. 

On Wall Street, where some 
write-offs had been expected, 
GM's share price was marked %Y* 
lower to 336% in early trading. 


Marks and Spencer boosts 
interim profits by 10% 


By John Thornhill In London 

MARKS AND SPENCER, the UK 
retailing group, yesterday contin- 
ued to defy grim High Street 
trading conditions by announc- 
ing a 10 per cent increase in 
interim pre-tax profits. 

The company’s operations in 
the ttk, continental Europe, »na 
Hcmg Kong saw a strong advance 
in profitability, although its 
interests in North America saw a 
sharp foil in operating margins. 
Brooks Brothers, the upmarket 
US clothing store which MAS 
purchased in 1988, was largely 
responsible for the faH- 

fraxalir Pte-tax profi ts in the 
26 'weeks to September 29 
increased from £208.7m (J40L8m) 
to £23A3m on sales 6 per cent 
ahead at £2.66bn (£25bn). 

The results were in line with 
analysts’ expectations and, after 
same weakness Is recent days, 
the company’s shares rebounded 
to dose 6p up at 235p in London 
trading. 


Commenting on the prospects 
for the second half. Lord Rayner. 
the chairman, said it would be 
difficult to achieve sales growth 
while high interest rates and 
international political uncertain- 
ties persisted. 

Bat Lord Rayner, who is due to 
retire in March, added that he 
was confident these difficulties 
could be minimised and that the 
company would be well placed 
when trading conditions 
Improve d. 

In the UK and the Republic of 
Ireland, MAS increased food 
sales by 9-6 per cent to £963£m. 
Clothing sales, which fared less 
well, were only 49 per cent up at 
£1.07bn; lingerie and children- 
swear showed good gains 
although tailoring was disap- 
pointing. 

Tbe homeware division was hit 
by toe poor housing market and 
sales grew by just 4.7 per emit to 
2227.5m- Financial services were 


also affected and saw pre-tax 
profits decline to £4m (25.7m). 

U & S*s activities in continen- 
tal Europe benefited from more 
resilient markets. Operating prof- 
its rose from 25.7m to £8 m on 
sales up 35 percent at £65An. 

These gains, however, w e re 
partly offset by a poor perfor- 
mance in the US where trading 
profits fell from 312.4m to $SAn. 
The contribution from Brooks 
Brothers foil from $&lm to tl-Sm, 
which represented an “nnmlti- 
gated disaster" said one analyst 

Mr writh ftefaw, fi nance direc- 
tor. said Brooks Brothers had 
been badly hit by highly-indebted 
US retail chains liquidating 
stocks in a hid to raise cash. 

But M & S said that the Brooks 
Brothers stores in Japan had pro- 
duced BBOlbnt results. 

Tbe Interim dividend was lifted 
by 8 per cent to 2p (L85p). Earn* 
fogs per share rose to 5.4p (5p). 
Lex, Page 16 


Marine Midland losses hit $lllm 


By John Elliott in Hong Kong 
Midland Bank, the New 


US commercial pro p e rty market bank was “pleased with progress 


Corporation, yesterday reported a 
huge increase in third-quarter 
net losses to USSllLSm compared 
with a profit of US$5£2m in the 

corresponding period last year. 

The latest results were 
describ ed by Hongkong Bank as 
-very significant and very disap- 
pointing”. Further losses are 
expected in the fourth quarter, 
and the cumulative results will 
hit the performance of the Hong- 
kong banking group which 
announced a drop of more than 
20 per cent in mtaim net profits 
two months ago. 

Marine Midland, which is 
undergoing a radical restructur- 
ing of its activities, is continuing 
to be bit bard by problems in tbe 


US8172m provision for loan 
losses, which were mainly caused 

by hi ghor levels Of DOO-pCXforUt- 
ing property assets. 

The latest loss fallows a sec- 
ond-quarter loss of US825.8m. 
There were small net profits of 
US$6-0m in the first quarter and 
a net loss of US$i20m in the 
fourth quarter of last year when 
provisions rose to US$2633m- 

The bank said last night that 
the commercial property market 
weakness was primarily responsi- 
ble for Its domestic non-accruing 
loans rising- to USSl.lbn or 6.4 
per cent of domestic loans on 
September 30. Other property in 
the portfolio was US3302m. 

Mr Geoffrey Thompson, 
Marine’s president, said that the 


nm? 


profitability of onr core 
nesses”. Operating expenses, 
excluding credit-related and 
restructuring expenses, were 
down JL4 per cent from the previ- 
ous quarter and down 9.5 per 
cent from the third quarter last 
year. 

Under new risk-based capital 
guidelines for 1992. Marine's tier 
1 capital amounted to approxi- 
mately 5.05 per emit at the end of 
September, up from 3.77 per cent 
at the end of 1989. 

During the quarter, US$l00m of 
subordinated debt held by a 
Hongkong Bank group company 
was replaced by a similar amount 
in shareholders' equity. This was 
part of the US$30Gm made avail- 
able to Marine by its parent 


This announcement appears as a natter of record only 

LANDHURST LEASING PLC 

£121,000,000 

Syndicated Revolving Loan And 
Acceptance Credit Facility 

Arranged by 

GUINNESS MAHON & CO. LIMITED 


Banca Novara (UK) Limited 
Bank Julios Baer & CD. Ltd. 

Bank fuer Geoieinwirtschaft AG 
Bank of Ireland 
The Governor and Company 
of die Bank of Scotland 
Banqne Francaise dtt Commerce 
Exterieur 

Banqne Internationale a 

Luxembourg S.A. 

Banque Paribas ‘ 

Berliner Bank AG 
Commonwealth Bank of Australia 
Credit Lyonnais 
Dahva Europe Bank pic 
DG Bank Deutsche 
Genossenschaftsbank 
Generate Bank S A7N. V. 


Funds Provided By 

d Gota Bank (London Branch) 

[. Guinness Mahon & Co. Limited 

ift AG Hamburgische Landesbank 

(London Branch) 

xy Kansallis-Osaka-Pankld 

KredietbankNV 
nerce (London Branch) 

Lloyds Merchant Bank Limited 
National Australia Bank Ltd. 
Hie National Commercial Bank 
NMB Postbank Groep NV 
ostralia Osterreichische Landexbank 

N M Rothschild & Sons Limited 
Royal Trust Bank 
Scotzabank (U.K.) Ltd. 

Swiss Cantobank (International) 
Union Bank of Finland Ltd. 


Agent Bank 

GUINNESS MAHON & CO. LIMITED 


October 1990 
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Reed shrugs off media slowdown 


By Raymond S noddy in London 


REED International, the UK 
publishing and information 
group, has so far shrugged off 
the worst effects of the deter- 
iorating market for advertis- 
ing. 

The company, whose inter- 
ests range from business and 
professional publishing in the 
US to IPC consumer "^ gazin gs 
in the UK, announced pre-tax 
profits of £109m (S212.5m) in 
the six months to September 
compared with £128m for the 
same period last year. 

Despite the fall, Mr Peter 
Davis, chairman and chief 
executive, said the underlying 
strength of the company had 
improved. He said turnover 
was up 6 per cent, operating 


profits from continuing busi- 
nesses up 7 per cent to £12001, 
and margin s sli ghtly higher at 
15,7 per cent. 

The slowdown in economic 
activity in the UK and US and 
the uncertainties caused by the 
Gulf crisis would continue to 
affect business confidence, he 
said. 

Reed said the drop in profits 
was caused by the absence of 
exceptional items, the weak- 
ness of the dollar, and the fact 
that recent acquisitions made 
their main profits in the sec- 
ond halt 

Ea rning s per share were also 
down to 13.7P compared with 
l&3p, but operating cash flow 
was 56 per cent higher at £67m. 


The dividend is up 9 per cent 
to Sp. Reed’s net debt at the 
end of September was £358ra. 
£i9m lower than at the end of 
last year despite the £116m 
spent on acquisitions. 

Consumer publishing was 
particularly strong, with profit 
up 88 per cent at IPC Maga- 
zines - 22 per cent after exclu- 
ding the impact of the TV 
Times acquisition and new 
ma gazine launches. 

Advertising for business 
publishing In the UK has fallen 
off abruptly during the sum- 
mer. Seed, like Pearson, pub- 
lishers of the Financial Times, 
is a major shareholder in Brit- 
ish Satellite Broadcasting. It 
said the current climate made 


BSB’s short-term goals “more 
challenging”, 

Mr Eric de Belaigue, publish- 
ing analyst at stockbrokers 
Panmare Gordon, said yester- 
day Heed still represented good 
value, although he was down- 
grading his full-year forecast 
from £282m to £286m. He said 
Reed could reap the rewards of 
its financial strength by mak- 
ing a major acquisition in the 
next 12 months. 

Mr Davis warned, however, 
that “we are biding our time” 
on acquisitions. He wanted to 
see the full depth of the reces- 
sion and have some feel for the 
outcome of the Gulf crisis 
before nmirtng any big move. 
Lex, Page 16 


BCP forms link with Italian state bank 


By Patrick Blum in Lisbon 

BANCO COMERCIAL 
Portugues <BCP), Portugal’s 
leading private bank, and Carl- 
plo, Italy's state-owned savings 
bank and its largest financial 
institution, have agreed to take 
reciprocal minority participa- 
tions in each other and to 
establish a mortgage company 
in Portugal. 

Under the agreement 
announced yesterday, Cariplo 
will take a 1.5 per cent stake in 
BCP, and the Portuguese bank 


will take an undisclosed stake 
in one of the Cariplo group’s 
flnanHai companies. 

This is BCP's second cross- 
holding arrangement with a 
foreign bank - it already has a 
similar 1.5 per cent cross hold- 
ing with Banco Popular 
Espafiol of Spain. BCP plans to 
gradually build up «rimn»n- rela- 
tionships and joint ventures as 
a way to strengthen its inters 
national presence and activi- 
ties. 


The two banks have agreed 
on “mechanisms of co-opera- 
tion" to support each other’s 
activities, especially in the 
growing area of trade financ- 
ing. The joint venture mort- 
gage company will be owned 
on a 5950 basis. 

BCP was established only 
five years ago, but it has been 
one of Portugal’s fastest grow- 
ing and most profitable banks, 
and is now the country’s larg- 
est quoted company account- 


ing for over 10 per cent of the 
market capitalisation on the 
stock exchange. 

ft Is currently seeking a con- 
trolling share in CISF, Portu- 
gal’s leading investment and 
financial services company, to 
strengthen its merchant bank- 
ing activities , and Is expand- 
ing at the rate of about six new 
branches a week with the aim 
of Increasing its branch net- 
work from above 100 to 170 by 
the end of the year. 


INTERNATIONAL COMPANY NEWS IN BRIEF 


SAFT, the battery division of 
the French electrical engineer- 
ing company Compagnle Gen- 
erate d’Etectrldte, said it has 
suspended negotiations to boy 
the Nife battery unit of Swe- 
den's Canto, Beater reports. 

SAFT said the talks broke 
down over the question of 
price after a thorough exami- 
nation of Nife’s books. But, 
although it would give no more 
details, it said: “The doors (to a 
deal) have not been completely 
dosed." 

■ Volkswagen’s case against 
the National Bapk of Hungary 
in connection with the cur- 
rency ring ling snatylftl uncov- 
ered three and a half years ago, 
has been decided substantially 
against the German car manu- 
facturer, writes Katharine 
CampbeU. 

The decision at the end of 
last week in a Frankfurt dis- 
trict court ordered the 


National Bank of Hungary to 
pay over just DM55 .25m of the 
DM270Jjm (6178.1m) damages 
claimed by VW. It is not 
known whether either side will 
appeal against the decision; 
details of the judgment are not 
yet available. 

VW lost around PM473m in a 
foreign exchange fraud that 
emerged in March 1987. The 
National Bank of Hungary was 
a counterparty to the alleged 
fraudulent forward contracts 
struck between a number of 
VW traders and a Frankfort- 
based foreign exchange broker. 

■Nippon Off, Japan’s largest 
petroleum products distributor. 

said the strengthening yen 

improved sates helped boost 
half-year pre-tax p rofits by 4&5 
per cent last year to YlS.lhn, 
and sales rose 13 per cent to 
YB54.7bn, writes Martina Gan- 
non, 

Shrugging off concern at the 


uncertain situation in the Mid- 
dle East, Nippon Oil expects 
the strong growth to continue. 
The company sees its pre-tax 
profits rising 41 per cent over a 
year ago to Y30bn in the year 
to March 3L 

■ Wertheim Schroder, the US 
securities house, said it will 
close as a primary dealer In US 
government securities, effec- 
tive Immediately, Reuter 
reports. 

Four other firms have pulled 
out as primary dealers this 
year - Midland Montagu Secu- 
rities, Westpac Pollock Govern- 
ment Securities, BNY Securi- 
ties and Drexel Burnham 
Lambert Government Securi- 
ties. 

There was speculation ear- 
lier yesterday that Wertheim 
may also end prop rietary for- 
eign trading, but the 

company said this was 
unfounded. 


■ Algcanene Bank Nederland, a 
unit of ABN Amro Holding, is 
considering selling its insur- 
ance subsidiary R. Mees & 
Zoonan Assurantien to a large 
foreign insurer, Reuter sakL 

The statement said first con- 
tact with potential purchasers 
had been made, but ABN 
added the talks were still in a 
preliminary phase. It would 
not name the parties involved. 

Mees & Zoonen was seeking 
an insurance broker with a 
strong worldwide network to 
take it over so it could reap foil 
benefit from European unifica- 
tion and economies of scale, 
ABN said. 

Mees & Zoonen acts as an 
insurance broker for compa- 
nies in the Netherlands and 
abroad. ABN said the insurer’s 
activities differed from other 
ABN insurance nnifa and did 
not use the same network of 
offices. The company has 330 
workers. 


This announcement appears as a matter of record only 




STATSANSTALTEN 

FOR UVSFORSIKRING 


Sale by the Ministry of Finance of 
the Kingdom of Denmark 
of 80 per cent, of 

the State Life Insurance Company to 


Baltica Insurance 


The undersigned acted as advisers to 
the Ministry of Finance 
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By Ronald van da KjtoI in Amsterdam 


By John Burton 

in Stockholm 

STORA, Europe’s largest pulp 
and paper concern, yesterday 
began dismantlin g the remain- 
der of Its Swedish Match 
operations, acquired only two 
years ago, by selling the 
Finess tissue division to the 
Swedish paper company Duni 
in a SKr683m ($103. 4m) 
deaL 

Stora announced two 
months ago that it would sell 
Finess, together with Stora 
Kitchen and the Tarkett floor- 
inp business, to heh finance 
Its DM4bn ($2.63bn at current 
rates) purchase of Feldmfihle 
Nobel, the German conglomer- 
ate, in April. 

Stora expects a net capital 
gain of SKrSOOm from the sale 
and a SKrl.Zbn reduction 
In its debt burden of 
SKrSObn. 

The divestment of the 
three Swedish Match units fol- 
lows the disposal of the com- 
pany’s match, lighter and 
shaving products sector last 
year. 

Duni, owned by the Swedish 
newspaper and investment 
company Marieberg, said the 
acquisition would raise its 
anneal turnover from 
SKr2.3bn to SKr4.4bn and 
piafcp it one of Europe’s lead- 
ing producers of disposable 
paper products. 

The Duni purchase excludes 
Flness’s Billerud Burk paper 
production plant, which was 
sold on Tuesday to Norway's 
leading packaging company 
M Peterson & Son for an 
undisclosed amount. 

Mr Conny Karlsson, Duni 
president, said that the deal 
would broaden the company's 
product range and strengthen 
its position against its prime 
European competitors, which 
include Scott Paper and the 
James River/Nokia/Fermzzi 
joint venture alliance. 

Duni estimates that Finess 
profits fin 1990 will cover its 
interest payments for the pur- 
chase. It predicted that future 
profits will be boosted by 
SKrlOOm through production 
savings stemming from the 
merger. 

Finess reported a 51 per cent 
operating profit- drop to 
SKr23m for the first eight 
months of 1990. 


HIGHER raw material costs 
sparked by the Gulf crisis 
helped push down third-quar- 
ter net* profit at DSM, the 
Dutch chemicals group, by 19 
per cent to FI 188m ($l09m). 

The decline brought results 
for the first nine months to 
FI 676m, a drop of 223 per cent 
compared with the same period 
of 1989. If extraordinary items 
are excluded, the decline is 
slightly smaller at 19 per cent 

In its first concrete forecast, 
the company said yesterday 
that 1930 net profit, eyrindtog 
extraordinary items, “may” 
exceed FI 800m this year, com- 
pared with a record FlL04bn 
In 1989. This would be equiva- 
lent to a foil in fall-year profits 
of 22.6 per cent 


Traders on the Amsterdam 
stock market were relieved 
that the latest figures were not 
worse, and DSM shares gained 
FI 2.90 to close at F3 84.20. 
Third-quarter results at Akzo, 
the bigger of the Netherlands' 
two main chemicals groups, 
are due to be published today. 

DSM has faced sudden 
increases in the price of major 
feedstocks such as naphtha 
and gas oil since Iraq's invar 
sion of Kuwait Only part erf 
this increase could be passed 
on to customers in the form of 
hi g h er selling prices for some 
products. Overall, the group’s 
overall selling prices slipped by 
an average of 1 per cent 

The company took a FI 40m 
write-off against third-quarter 


operating results to reflect the 
future risks of processing and 
selling chemicals from oil and 
oil products recently bought in 
at levels above $25 a barrel. 
DSM*s inventories were worth 
R I8bn on September 30. 

Third-quarter operating 
profit showed a more modest 
ripclinp than nrt- profit, falling 
13 per cent to F1266fflL DSM 
said pressure on operating 
profit had been contained by a 
9 per cent expansion of sales 
volume. 

In guilders. «aipg fell 2 per 
cent at F12.4bn, due mainly to 
the deconsolidation of Macin- 
tosh, DSM*s 56 per cent-owned 
clothing retailer. On a compar- 
ative basis, t u rnover rose 8 per 
cent in the period. 


Downward trend continues at UBS 


By William DulHorce in Geneva 


THE TURN of events in the 
Middle East would determine 
whether the downward trend 
in Union Bank of Switzerland's 
1990 profits could be halted in 
1991, Mr Robert Studer, presi- 
dent of the executive board, 
said yesterday. 

He acknowledged without 
raving figures that 1990 cash 
flow would be lower than that 
for 1989 both in the parent 
bank and in the group as a 
whole. The bank posted a cash 
flow of SFrl.76bn ($L37bn) last 
year. 

During the first nine months 
earnings had been substan- 
tially lower than during the 
corresponding period of 1989 at 
both parent bank and group 


levels, Mr Studer said. Last 
year the bank posted a record 
net profit of SFr902m, up 15.9 
per cent from the previous 
year. 

The eruption of the Gulf cri- 
sis In August had destroyed 
the expectations of good 1990 
profits when a pronounced sec- 
ond-quarter improvement fol- 
lowed a disappointing first 
three months, Mr Studer said. 
Early in September UBS still 
said it expected to match the 
1989 results. 

Shrinking interest margins 
and a sharp decline in fees 
business had caused the 
decline in earnings. Margins 
had deteriorated in practically 
all Swiss credit sectors. On the 


international side significant 
Interest-rate losses had been 
incurred on credits to some 
developing countries. 

Costs had been held below 
the level budgeted for 1989 
thanks to strict control and the 
positive effect of exchange rate 
fluctuations. 

Next year would be difficult 
for UBS, Mr Studer said. Inter- 
est-rate margins would 
scarcely improve, even if a foil 
in Swiss short-term rates to 
around 6 per cent m the last 
quarter could be envisaged. 

Possibilities were certainly 
better for fee-based business 
but any Im provement in over- 
all earnings would depend on 
cost controL 


Rise in first-half net profit for GBL 


By Our Financial Staff 

GROUPE Bruxelles Lambert, 
the Belgian holding company, 
has reported a rise in first-half 
group net profit to BFrS.63bn 
(3180m) from a revised 
BFr5.49bn and said it expects 
1990 group and parent net 
profit to be higher than in 1989. 

GBL's group net profit fell 27 
per cent in 1989 to BFr4J26bn 
after it wrote off its stake in 
the US Investment bank Drexel 
Burnham Lambert, taking a 
BFr3-2bn charge. The balance 


sheet total at the end of the 
half year fell to BFrl38.9bn 
from BFrl54£3bn a year ear- 
lier. 

GBL said the expected profit 
rise this year meant it would 
pay at least an unchanged divi- 
dend on 1990 results. GBL paid 
a gross ordinary dividend of 
BFrl82 francs per share in 
1989, up 5 per cent from 1988. 
The company said its six- 
month 1989 profit figure had 
been revised after tt eliminated 


the BFr271m contribution from 
its stake in DrexeL 
first-half group capital gains 
in 1990 fell 20 per cent to 
BFrl.73bn, but GBL had not 
yet booked several billion 
francs of gains on the sale at 
the end of June of a 19.5 per 
cent stake in Wagons-Lits. 

First-half net earnings per 
share were BFr271 against a 
revised BFr29L The estimated 
net asset value per share fell to 
BFC4.112 from BFr4JS4i». 
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Bethlehem Steel tumbles 
as prices of products slide 


By NUdd Taft Jn New York 

BETHLEHEM STEEL, the 
socond-laqjest US steelmaker, 
reported a plunge in 
**er-tax profits during Ute 

gw quater to Sio^fr^ 
W9m. Earnings per share 
22? s cents on a fully-diluted 
basis, against 53 cents in the 
corresponding period a year 
while sales dipped 
jUfJUy to SUiibn fwm 
3L27bn. 

TIm worsening performance 
was blamed on a slump in «tw »i 
Prices, particularly for struc- 
tural products, and higher 
operating costs at most of its 
steel plants. A new labour 
agreement came into effect on 
June 2. while modernisation 
plans caused disruption and 
contributed to higher operatin g 


costs. 

The company added that 
“severe market and competi- 
tive pressures" continued to 
affect the bar, rod and wire 
division. Bethlehem said that 
Its plan to make more than 
1 100m worth of facili ty 
improvements is dependent on 
gaining a "more competitive 
agreement on labour posts'* 
with the United Steelworkers’ 
union. 

It warned that further {ifawa 
to tackle restructuring alterna- 
tives for the structural prod- 
ucts, and rail products and 


pipe, divisions could lead to 
“significant capital expendi- 
tures and/or material charges 
to income”. 

Steel-related operations 


made a lass of $12m against an 
58m loss in the third quarter. 

For the nine months, net 
profit was down by 73 per cent 
to 553.3m from 5195.7m. Per- 
share earnings were 48 cents 
against 32.35. The previous 
year's figures also ineimtod a 
charge of 510Sm for restructur- 
ing. Revenues slipped to 53-7bn 
from 54-llbn. 

Bethlehem said the slow- 
down In the economy had 
recently begun to affect the 
order entry rate, but that the 
third quarter was “relatively 
strong”. It warned that figures 
for the fourth quarter and for 
1991 would be affected by mod- 
ernisation costs as the com- 
pany attempted to push down 
Its cost base. 


Brazil holds 
crisis talks 
oyer future 
of Embraer 


Financiers face a deal of trouble 


By Christina Lamb 
in Rio de Janeiro 


force, a cut in production and 
a 50 per cent reduction tax sala- 


Kodak reveals $206m loss due 
to Polaroid payment provision 


By Nlldcl Taft 


A JUDGE'S ruling that 
Eastman Kodak must pay 
Polaroid $909.5in as the result 
of a patent infringement case 
left the photographic, drugs, 
chemicals ana information 
group with a loss of $206m in 
the third quarter. 

However, Kodak said that 
operating earnings for the 
quarter Increased by 22 per 
cent compared with the same 
period a year earlier, and that 
the damage was done by the 
charge taken to cover the liti- 
gation judgment 

Mr Kay Whitmore, Kodak’s 
chairman, said: “While no 
money h«*» yet chang ed hands, 
and the Htteation has yet to be 
finally resolved, this charge to 


earnings is appropriate at this 
time.” 

Ahead of the provision, 
Kodak’s after-tax earnings 
would have been 19 per cent 
higher at 5358m, while earn- 
ings per share would have 
risen 18 per cent to $L10. 

After the litigation charge, 
the loss per share worked out 
at 30.64. compared with a $0 l 93 
profit in the corresponding 
period last year. 

Sales during the three-month 
period rose by five per cent to 
34.771m. 

Kodak shares rose by 31% to 
$39% in New York yesterday 
morning. 

Overall, Kodak said that file 
progress came largely from 


overseas markets with “good 
gains in international markets 
partly offset by lagging US 
shipments, reflecting contin- 
ued weakness in the 
economy”. 

The chemicals and drug 
businesses were mentioned as 
particularly commendable per- 


The company also remained 
optimistic about the full-year: 
“Although we are concerned 
about general softness in the 
US economy, we have charac- 
terised 1990 as a year of higher 
sales and sharply higher oper- 
ating earnings" said Mr Whit- 
more. 

“We see no reason to change 
that characterisation.” 


Travelers reports after-tax loss of $499m 


By NOdd Taft 


TRAVELERS, the fifth largest 
US insurer which set alarm 
bells ringing in the sector after 
warning of problems with its 
prop ert y portfolio earlier thfa 
month, yesterday re p orte d an 
after-tax loss of 3499.3m in the 
third quarter. 

The los& was in line with. 
Travelers’ predictions earlier 
tbkinooQii'snd comesufterits 

previously-announced Hpcirim 

to add 3650m to reserves to 
cover the company's pooriy- 
p^bmni og mortgage loans and 
property ■rtWwtinimts. 

Travelers said that, if the ■ 
reserve addition were 


excluded, third-quarter after- 
tax profits were up by 47 per 
cent 

However, this, too, is an 
imflifr comparison; in 1989. the 
compa ny wa s hit b y particu- 
larfy severe natural catastro- 
phe lanes, totalling 368m in 
the- quarter, against the more 
moderate Ji3m in the game 
three mouths of 1990. 

Adjusting for both factors. 
Travelers said that net income 
was up by nine per cent 

On the property-casualty • 
com m er cial Hnow, not- Inmmp - 
■ be fo r e reaFestate-provistonsrrf • 
$l7m was 351m ' (335m), but 


Travelers said that underwrit- 
ing results continued to be 
weak in the face of “very com- 
petitive market conditions”. 

The combined ratio was 1193 
per cent, against in s per 
in the same period a year 
earlier. 

P r ope rt y - casualty, personal 
fines had a net loss, before the 
provisions of 311m (a loss 
of J7m). 

Individual Hfe, health and 
annuities had net profits (pre- 
provisions) of 538m (518m); 
managed care made $29m 
($24m^ asset management and 
pension services, 546m (324m). 


Domtex posts C$15.4m first-quarter loss 


By Robert Gibbons in Montreal 


DOMINION Textile, Canada’s 
largest integrated textile group 
which is firing the impact of a 
North American recession, has 
posted a first-quarter loss and 
cut its dividend from 15 cents a 
share to 7 cents. 


The C515.4m (US$1 3.2m) loss 
or 55 cents a share, compares 
with a profit of C$4.7m, or 12 
cents a share, in the corre- 
sponding period a year ago. 
Sales were 5300m, down three 
percent 


Mr Charles Hantho, presi- 
dent said Domtex would sell 
its headquarters in Montreal 
and might divest itself of some 
businesses. It would invest 
more in developing countries 
to reduce costs. 



BNS chief quits post to 
become president of BCE 


By Bernard Simon In Toronto 
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A FUNDAMENTAL shift has 
taken place in the top ranks of 
two pillars of Canada's corpo- 
rate establishment with an 
unexpected move by Mr L. R. 
“Red” Wilson from his job as 
vicechairman of Bank of Nova 
Scotia to president and chief 
operating officer of the Mon- 
treal-based telecommunica- 
tions conglomerate BCE foe. 

Mr Wilson. 50, joined BNS, 
Canada’s third biggest bank, 
only a year ago and had 
emerged as a leading candidate 
to succeed the present chair- 
man Mr Cedric Ritchie on bis 
retirement. He was brought 
into BNS as part of efforts to 
strengthen a depleted senior 
management and to improve 
morale at the b ank. 

A BNS official said yesterday 
Mr Wilson was leaving 
“because the challenge at BCE 
would attract a man of that 
calibre.” 

But reports have surfaced 
recently of tension between Mr 
Wilson and the other main con- 
tender for the chairman’s job. 
Mr Peter Godsoe. 

BCE is in the throes of a 
shar p chang e in direction, hav- 
ing shed its pipeline and real 
estate investments recently to 


conce n trate on its telecommu- 
nications holdings. 

BCE said yesterday Mr Wil- 
son would assume day-to-day 
operating responsibility for the 
holding company and for many 
of its units. The company’s 
chairman, Mr Raymond Cyr, 
will devote more time to over- 
all strategy and to oversight of 
Bell Canada and Northern 
Telecom. 

m Dofesco, Canada's largest 
steelmaker, suffered an 88 per 
cent drop in third-quarter prof- 
its due to a strike at its 
Algoma steel subsidiary and 
slowing demand from the con- 
struction and car Industries, 
writes Robert Gibbons. 

Earnings were 
(US3&2m) or X cent a share, 
down, from C$67.5m, or 94 
cents, a year earlier on reve- 
nues Of jftTfrn against $94210. 

Nine-month profit was 
344.8m or 38 cents a share, 
down 73 per cent from 3167.4m 
or S2J28 a share. 

Revenues were $2.6bn 
against 53bn. 

Algoma, shut down during 
August aid September, posted 
a nine-month loss of C364.6m 

a gains t profit of C$12 .2m. The 
third-quarter loss was C$37.4m, 
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USX slides in third quarter 


By Martin Dickson in New York 
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USX. the steel and energy 
group, reported a snail drop in 
third-quarter net income and 
announced organisational 
changes to its steel operations 
that would make it easier to sell 
off parts of the business - the 
largest steelmaker in the US. 

The board has approved the 
transfer of its steel operations 
into a wholly-owned subsidiary, 
to provide “the flexibility for 
any steel restructuring under- 
taken by the company". 

Third-quarter net Income was 
3163m, or 63 cents a share, on 


sates of $5Jbn, compared with 
5175m, or 62 cents, on sales of 
34.4m last year. 

However, the 1989 figures 
included 596m of pre-tax profits 
from asset sales, compared with 
35m this time. 

Operating income for 1990 
was 26 per cent up on the third 
quarter of last year, at 3382m. 

Nine-month net income 
totalled S55lm or SUO a share, 
compared with $72lm or $262 
for fiie same period a year ago, 
on revenues up to $X4.43bn from 
S13B4bn. 


Nikki Tait on a failure to fund a transaction that made industrial sense 


A cold shiver is running 
through Wall Street’s 
investment banking 
parlours. 

For mouths nobody has 
found debt-funded transactions 
easy to arrange. However, last 
week’s failure by Ball Corpora- 
tion to consummate its 5165bn 
purchase of ftonrtnpntai Can’s 
European packaging 
operations, may underline 
fresh difficulties. 

Unlike many deals which 
have failed to come to fruition 
recently, this was neither 
grossly ambitious from a finan- 
cial standpoint, nor im-inng in 
Industrial k gr 
Gearing ofthe on-going com- 
pany was estimated at some 60 
per cent, and post-acquisition 
asset sales did not form a part 
of the financial package. 
Underlying trading, mean- 
| while, appeared good at both 
j companies. Ball, an In diana - 
based packaging company 
1 which has made abortive 
attempts to enter the European 
sector before, reported third- 
quarter earnings per share up 
to $169 from 3L49, with the 
forecast of “a much improved 
year". 

And both buyer and seller 
insist - privately and publicly 
- that GCE was doing nicely, 
too. “As the deal wore on,” 
claimed a disappointed Ball, 
“the business in Europe got 
better from an operating point 
of view". 

in the formal statement call- 
ing off the cteal, the two parties 
pointed the fin ger at the finan- 
cial sector. 

“Due In major part to the 
recent turmoil in world finan- 
cial markets, and In particular 
the US banking community. 
Ball has not yet arranged fin- 
ancing”, which they <s»ld mm - 
promised the certainty and 
Hwing of dfial’8 dftning 
One parfy dose to the trans- 
action suggested there may 
have been considerations other 
than financing, although oth- 


CRIS1S meetings have been 
underway In Brazil’s Aeronau- 
tics Ministry to discuss the 
severe financial straits of 
Embraer. Brazil’s state-con- 
trolled aircraft manufacturer 
and one of the country’s few 
state sector success stories. In 
recent months the company 
has been hit by foiling sates 
and Brazil’s tight monetary 
situation. 

Embraer was expected to 
announce last night the dis- 
missal of a third of its work- 


a 50 per cent reduction in sala- 
ries of those earning more 
than 51,100 a month, the dif- 
ference to be made up with 
shares. 

Mr Antonio Augusta de Oliv- 
eira, spokesman for the com- 
pany. confirmed that 4,000 of 
its 12600 employees would be 
dismissed as “part of a series 
of restructuring measures” 
and production would be cut. 
He agreed this meant the 
5700m sales target predicted 
for fills year In June would not 
be reached and mw “we have 
two months to recuperate 
losses otherwise well end the 
year with a $230m loss”. 

Work on Embrace's first jet- 
powered passenger aircraft, 
the EMB-145. is to be 
suspended production of 
the AMX ground attack air- 
craftiin collaboration with 
I talian companies Aenuaochl 
and Aexitalia, cut from eight 
to sir this year. Instead, work 
will be concentrated on the 
20-40 sealer Brasilia, the com- 
pany’s most popular aircraft, 
fin: which the company has 26 
orders. 

The details were revealed to. 
ministers in Brasilia on Tues- 
day night by the President of 
Embraer and later discussed 
with the head of the local 
metalworkers’ union who pro- 
tested a gainst the 

The aeronautics ministry 
yesterday issued a statement 
confirming that the co mpan y*! 
financial difficulties made 
necessary a “financial deans- 
ing process" to guarantee the 
continuation of its pro- 
grammes. The statement 
blamed Embraer’s difficulties 
on “the delay in launching the 
1 9-seat Vector, the reduction i 
in c| i wt of the Tucano fanfaw 
ifaa to !««* of adequate financ- 
ing and non-closure of eon- 
tracts.” The latter has meant a 
585m l oss in expected sales 
revenue. 

But company officials said 
file real cause of the crisis was 
recent difficulty in obtaining 
financing in Brazil’s current 
economic situa ti o n with real 
interest rates at more than 10 
per cent a month. 

Embraer has been unable to 
to obtain long-term loans for 
its leading projects, such as its 
new 19-seat Vector tur bo pro p 
developed in co-operation with 
FAMA, the Argentine airline. 
FAMA has reduced its share in 
the project from a third to 20 
per cent. 


ers play down the idea. But if 
funding fears were a leading 
part of the problem, the con- 
clusion is damning enough. 

Wall Street’s investment 
bankers have claimed that 
“strategic transactions" would 
continue to flow even if “finan- 
cially-driven” deals were 
things of the past 

Now transactions falling into 
the former camp appear to be 


sarily demanding ratios. The 
Ball deal, moreover, appears to 
have been a “borderline" case. 
The funding involved bank 
loans of about 5625m, and 
3400m of new securities, which 
would have given CGE’s par- 
ent, Peter Kfewlt, a 29 per cent 
stake in BaZL 

According to BaS, its advis- 
ers considered whether the 
transaction could be restruc- 


Clticorp is to reduce its 17,000-strong corporate 
business division workforce by 2,000. The cuts, 
which are part of the restructuring unveiled in 
July, will mainly affect middle management and 
professionals in lending and deal-making, writes 
Alan Friedman in New York. 

The bank said yesterday that some 700 employ- 
ees In its North America corporate division had 
left over the past five months and a further 400 
would be made redundant before year-end. 

About half of the other layoffs will come in 
Asa, Europe and Australia wbDe the rest will go 
with die planned sale of assets next year. 


on the danger-list as well - to 
the detriment of Industry as 
well as the M&A merchants. 

So what, from a funding 
viewpoint, was the hitch ? Ball 
said that, while post-acquisi- 
tion ratios were nn^wnanitirtg 
by the standards of the late 
1980s, the deal was still classi- 
fied as a “highly leveraged 
transaction”, and that this was 
♦Vn» significant obstacle. 

The US authorities, unlike 
those in the UK, have formally 
dpfiwpH “HLTs”. A deal fails 
into this category ft 

• The ratio of total liabilities 
of the post-acquisition vehicle 
to total assets - the leverage 
ratio - exceeds 75 per cent; 

• The deal doubles a borrow- 
er’s KaWHtiM awl results fal ft 
leverage ratio of more than 50 
percent; 

• Or it is designated an HLT 
by the syndication agent 

Clearly, these are not neces- 


tured to take it out of the HLT 
range. 

But once tagged with the 
HLT label, any deal’s prospects 
look grim at present. Wall 
Street's investment bankers 
are virtually unanimous in 
saying that the US lending 
banks are fixated by the need 
to display their year-end capi- 
tal ratios in the best possible 
light. “The banks are in terri- 
ble shape." said a senior execu- 
tive at one of the largest Wall 
Street players. “All of them 
have told ns that there is no 
deal that can be done before 
the vear-end". 

A dding to the problem, 
he suggested, was the 
syndication issue. No 
one wants to take loans in the 
syndication process, because - 
when the ability to take on 
new loans generally is severely 
squeezed - this does not 
attract the juiciest fees. But no 


one is prepared to risk taking 
large c hu nks of a loan as lead 
hank, because the exposure is 
too great. 

Moreover, although some 
Iran problems are specific to 
the US banks, there is little 
chance of their absence from 
the market being filled by Jap- 
anese loaders, who have their 
own problems. 

The European hanks, mean- 
while, have always been 
smaller players on the M&A 
front, although some Wall 
Street players were suggesting 
that they would now be “in th? 
driver’s seat”. 

Tales of problems are beard 
at every turn. “We’re working 
with a client, who acquired a 
hotel with his own money, and 
it’s taken almost a year to get 
a second mortgage", moaned 
one corporate finance 
employee. 

Textron, the large aerospace 
and financial services group, 
told analysts yesterday that it 
had taken IS months to sell a 
small foundry business, after 
three lots of buyer-financing 
collapsed. 

How long will the situation 
persist? There are some sug- 
gestions that once the banks 
have published their year-end 
balance sheets the position 
may improve. But few are 
hopeful. 

In the third quarter of i960, 
the total value of announced 
deals involving US target com- 
panies fell to $28.2bn, com- 
pared with $7L9tm in the same 
period a year earlier. 

The largest HLT which one 
lrading investment hanic says 
it was told would be possible in 
1991 was Slbn. 

“If there is a peaceful Middle 
East solution in the not-toodis- 
tant future,” suggested a more 
optimistic Mr Robert Lynch in 
Nikko’s M&A department, 
“you might see credit 
up by the late-spring/ early 
summer.” 


Manufacturers Hanover sues Equitable Ufe for $600m 


MANUFACTURERS Hanover 
Trust launched a hi g hl y 
unusual 3600m lawsuit against 
the Equitable life Assurance 
Society, the third largest US 
insurance company, alleging 
band and other wrongful con- 
duct in a New York real estate 
deal arranged by the Equitable, 
writes Alan Friedman. 


The suit charges that the 
Equitable - which In 1985 
formed a real estate partner- 
ship to acquire and develop a 
New York office block that has 
been ftnufai by $284m of W>n« 
from a consortium of banks led 
by Manny Hanny — forced the 
project into bankruptcy two 
weeks ago “solely to further its 


own interests” and without 
giving any prior notice of its 
intentions. 

Manny Hanny said it was 
“outraged” at the behaviour at 
the Equitable, which had 
formed a partnership with 
Ttshman Speyer, the real 
estate developer, gnd 25 other 
partners to buy a 54-storey 


office in midtown Manha ttan. 

A spokesman for the Equita- 
ble said the bankruptcy move 
“was in the best interests of 
the partnership” and added it 
was interested in restructuring 
the loan agreement 

The lawsuit requests 5100m 
in compensatory damages and 
3500m in punitive damages. 
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The FT proposes to publish this 
survey on 

December 12 1990. 

It will be of particular interest to 
the 90% of all Professional 
Investors in Europe who are FT 
readers. 

If you want to reach this 
important audience, call Patricia 
Surridge on 071 873 3426 or fax 
on 071 873 3079, or Financial 
Times (Switzerland) Ltd, 15 Rue 
du Cendrier, CH-1201 Geneva, 
Switzerland Tel: (022) 7311604 
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Klein wort Benson 


Klemwoit Benson Private Bank and Kleinwort Benson 
Limited axe pleased to announce that with effect from 1st 
November 1990, the Mortgage Management Account rate 
aid the mortgage base rate will reduce by 1% per annum 
to 14.4% per annum and 1475% per annum respectively. 
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East Daggafontein Mines, Limited 

{Incorporated In the Repubfic of South Africa) 

Group interim report 

30 September 1990 


The directors announce the following group unaudited resits for the six months ended 
30 September 1990: 



Six months ended 

Twelvemonths 


30 September 

ended 




31 March 


1990 

1989 

1990 


R’000 

R’000 

R*OO0 

Net income before tax 

16,074 

17,002 

33,966 

taxation 

8,094 

8,574 

17,109 

Net income after taxation 

7,980 

8.428 

16,857 

Extraordinary item 

— 

— 

3,806 

Net income 

7,980 

8,423 

20,663 


Notes 


l During the period under review the company’s wholly owned subsidiary Dumpco Limited 
earned revenue of R 13,865,000 (1989 - R15.768.000) from the disposal of 6,856,000 tons 
(1989 - 6,579,000) of slimes to East Rand GoM and Uranium Company Limited (“Ergo") for 
treatment attire Daggafontein plant which produced 1.833 kilograms (1989 - 1,816) of gold. 

2. Despite higher gold production far the six months ended 30 September 1990 Dumpco Limited 
received less revenue from the disposal of slimes to Ergo than during the previous six month 
period, due to the lower gold price received by Ergo on its gold sales during this period. 

3. In terms of an agreement entered into with East Rand Proprietary Mines Limited on 8 August 
1990, a consortium comprising East Daggafontein fcfines United, Lydenburg Exploration 
Limited and Potchefstroom Gold Areas Limited reached agreement with ERPM to acquire 
certain slimes dams, sand dumps and freehold property owned by ERPM. In this connection 
attention \s drawn to the East Daggafontein fcfines Limited circular issued to shareholders on 
6 September 1990, which folly detafls the interest of East Daggafontein Mines Limited in these 
acquisitions. 

On behalf of the board 

E P H Bieber Chairman 

C I von Christierson Director 

Declaration of interim dividend number 80 

On Wednesday, 31 October 1990 interim cfividend number 80 was declared payable to holders 

of ordinary shares as follows: 

Amount (South African agency) 55 cents per share 

(1989 -60 cents per share) 


Last day to register for dividend (aid for changes of address 
or dividend instructions) 

Registers closed from 
to (inclusive) 

Ex cfivkJend on Johannesburg and London stock exchanges 

Currency conversion date for staring payment to 

shareholders paid from London 

Dividend warrWrts posted 

Payment date of dividend 

Rate of non-resident shareholders’ tax 


1990 

Friday 16 November 
Saturday 17 November 
Saturday 24 November 
Monday 19 November 

Monday 19 November 
Friday 7 December 
Friday 7 December 
15 percent 


The foil conditions relating to the cfividend may be inspected at the Johannesburg and London 
offices of the company and at the offices of Its transfer secretaries. 

By order of the board 
RBShead 
Corr^tany Secretary 


Transfer secre tarie s 
UnkJev Registrars Limited 
6th FIooc 94 Resident Street 


Registered office 
7th Floo? Marshal Place 
66 Marshall Street 


Johannesburg, 2001 
(PO Box 1053 
Johannesburg, 2000) 


Johannesburg, 2001 
(PO Box 61409 
Marshafttown, 2107) 


Barclays Registrars Limited 
6 Greencoat Place 
London SW1 PI PL 
England 

Johannesburg 
1 November 1990 


London office 
Emst&Vbung 
RoBs House 
7 Rods Buildings 
Fetter Lane 
London EC4A1NH 
England 


# MALTA % 
The Ideal Offshore Centre 



INTERNATIONAL BANKS- INSURANCE AND REINSURANCE 
COMPANIES. TRADING COMPANIES- PERSONAL 
INVESTMENT AND HOLDING COMPANIES- 
SHIPPING COMPANIES- TRUSTS- 


can benefit from 

• A perfect location, 

• Measurably lower operating costs, 

• Low or nil taxes, 

9 Availability of qualified professionals, 

and a highly educated, English speaking workforce. 

and more... 


In \ld I Li .you ’will be in the best of compam ... in J perfect 


For more information please contact 

MILA 

Malta International Business Authority 

Palazzo Spinola, P.O: Box St Julians 29, Malta. 

Tet (+356) 319055 Fax: (+356) 336851 Telex: 1692 MIBA MW 
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Japanese giant sets its sights on the world 

Alice Rawsthorne on Dentsu’s plans for global expansion in advertising and marketing 


F or the last year or so, 
the spectre of Dentsu, 
the world’s biggest 
advertising agency, has 
haunted the international 
advertising Industry. Having 
dominated the Japanese mar- 
ket for decades, Dentsu ’s 
declared objective for the 1990s 
is to become a force in the 
international arena. 

This week Dentsu took a big 
step towards this goal when it 
agreed to acquire 40 per cent of 
Collett Dickenson Pearce 
(CDF), one of the best known 
British agencies. 

Hie deal offers CDP a chance 
to strengthen its finances and 
raise the capital it needs to 
expand its European network. 
For Dentsu, it provides an 
entree to the UK, the largest 
advertising market In Europe, 

through an agency with a 
strang creative reputation. 

But the CDP deal represents 
only one part of Dentsu’s inter- 
national expansion. Its aim is 
to operate Internationally in all 
areas of tvnwwi i mirafinng - pub- 
lic relations, sales promotion 
and event marketing, as well 
as advertising. 

Until recently, Dentsu con- 
centrated on protecting its 
position in the Y5.000bn 
($38.7bn) Japanese advertising 
market Its only real involve- 
ment in other countries was 
Hwitwi to HDM, the interna- 
tional advertising network 
jointly owned with Young & 
Rubicam (Y&R) of the US and 
Eurocom of France. Dentsu’s 
own agencies in the US and 
Europe have acted as little 
more liaison offices. 

Dentsu's power within the 
Japanese advertising industry 
is unparalleled. The gr owt h of 
Western agencies is re s tr ic te d 


by the tenet of client conflict 
- whereby an agency cannot 
work for competing companies 
in the same Add - but this 
concept does not exist in 
Japan. An agency like Dentsu 
can and does work for all the 
leading companies in a product 
sector, so there is no limit to 
its potential growth. 

Yet Dentsu’s real power is 
rooted In its relationship with 
the media. Few restrictions on 
media ownership exist in 
Japan, and Dentsu owns a size* 
able minority stake in several 
TV stations and production 
companies. 


If a Japanese company 
wants to advertise 
on prime time TV, 
it has little option 
bat to work with Dentsa 
or Haknhodo 


Moreover, the structure of 
Japanese TV advertising - 
whereby companies not only 
buy conventional spot commer- 
cials but also provide spon- 
sored programmes - means 
Dentsa exercises considerable 
control over the contents of 
Japanese TV. Indeed, it is 
involved with half of all the 
prime time programming on 
the five national TV channels. 

This involvement, plus the 
sheer scale of Its media buying 
power - Dentsu places a fifth 
of all Japanese newspaper 
advertising and a third of all 
TV advertising - means it 
wields enormous influence 
over the media. Dentsu, 
together with Haknhodo, the 
second largest Japanese 
agency, effectively acts as a 


media broker. If a Japanese 
company wants to advertise on 
prime time TV, it has little 
option but to work with 
Dentsu or Hakuhodo. Even the 
other agencies sometimes have 
to go to them to buy media 
space. 

Dentsu also protects Its com- 
mercial position with a power- 
ful array of Jinmyoku, or con- 
tacts in politics and industry. 
It even employs the sons of 
several senior politicians and 
industrialists. 

Dentsu's position in Japan is 
so strong it has been difficult 
for other agencies, especially 
the joint ventures ran by the 
US and UK networks, to 
expand. Its turnover of $&9bn 
in 1988 was twice as high as 
that of Hakuhodo, its closest 
competitor, and almost as high 
as all other top 10 Japanese 
agencies together. 

Hitherto, Dentsu has not 
considered the development of 
its overseas interests a prior- 
ity. One reason is that it, like 
other Japanese agencies, has 
found it difficult to adapt to 
the different structure of 
advertising industries outside 
Japan. It first ventured over- 
seas in the early 1960s to open 
an office in New York, but 
found it hard to work in unfa- 
miliar territory. Thirty years 
later, the New York agency is 
stQl its biggest wholly-owned 
overseas office, but employs 
only 150 people. 

Another reason for Dentsu’s 
lack of interest in foreign 
expansion is the bnoyancy of 
the Japanese advertising mar- 
ket. It grew 142 per cent last 
year, and rose faster than GNP 
for much of the 1980s. 

However, the Japanese mar- 
ket is becoming more competi- 


tive. The uncertainty created 
by the Gulf crisis and the 
slump in the Tokyo stock mar- 
ket is already taking a toll on 
advertising expenditure. 
Dentsu anticipates slower 
growth of around 8 per cent 
this year. Moreover, it faces 
stiffer competition from the 
expansion of in-house agencies, 
and of the giant trading houses 
which are starting to invest in 
advertising. 

At the time, Dentsu’s 
clients are increasing their 
activity overseas. It has 
already seen its clients in man- 
ufacturing opt for local ag e n - 


Dentsa also protects 
its commercial position 
with a powerful 
array of Jiamyako, or 
contacts in politics 
and industry 


cies as they expand into 
Europe and America. Now the 
service sector is moving over- 
seas too. As the Dentsu execu- 
tives in Tokyo are well aware, 
unless they act swiftly they 
will mis* out on the s econd 
wave of Japanese industry's 
international expansion. 

Dentsu is also aware that 
HDM, its first serious attempt 
at operating internationally, is 
not an adequate solution. After 
its ill-fated foray into tire US in 
the 1960s, Dentsu chose a more 
cautious approach to overseas 
investment. In 1981 it formed a 
joint venture with Y&R - 
Eurocom joined as a third part- 
ner in 1987 - which eventually 
became HDM. 

Although HDM operates as 
an international network, it 


has always been something of 
a compromise. It is run by 
Dentsu in Ada, Eurocom in 
Europe, and Y&R in the US. 

E urocom recently made 
no secret of its displea- 
sure with Y&R’s rela- 
tively alow progress with HDM 
in the US. This has fuelled 
speculation that HDM may be 
dissolved. Dentsu denies this, 
although it does confirm that 
the of the shareholding 
in HDM is being renegotiated. 

The Twain focus of Dentsu’s 
international expansion is on 
developing its own interna- 
tional network. It began last 
year by buying a 70 per cent 
stake in Fortune, the Austra- 
lian agency. Dentsu had sin ce 
despatched a senior executive 
to Fortune, which is now 
renamed Dentsa Australia. 
Although it is eager to 
its interest elsewhere 
in Asia and the Pacific, 
the inain new markets for 
Dentsu are Europe and North 
America. The CDP deal gives it 
a base from which to build its 
European business. 

Dentsu is now turning its 
attention to the US, where it 
>>«a been in negotiations with 
Ayer, the New York agency, 
for several months. Dentsa 
insists these discussions con- 
cern joint projects. Ho weve r. 
Dentsu is said to be negotia- 
ting the acquisition of 40 per 
cent of Ayer for around $100m. 

IT Dentsu is to achieve its 
goal of making 20 per cent Of 
its income outside Japan by 
1996, it will have to strengthen 
its US presence. The CDF deal 
is a step in the right direction, 
but Dentsu still has some way 
to go before it becomes a sig- 
nificant international player. 


Edgars advances 24% 
despite bad conditions 

By Philip Gawfth In Johannesburg 


EDGARS, the clothing, 
footwear and textiles group in 
the South African Breweries 
stable, overcame difficult trad- 
ing conditions to record 
improved turnover and earn- 
ings in the six months to the 
end of September. 

Turnover rose 28 per cent to 
R1-Hbn ($2302m) and operat- 
ing profit was 29 per cent up at 
B168.7m. Attributable earning s 
grew by 24 per cent to R71-3m 
from R57_5m, the sli ghtl y lower 
figure being the result of a 61 
per cent rise in the i nt ere st 

ten 

Mr Vic Hammond, chief 
executive, said the group had 
gatnwd market share during 
the period when the national 
dotting footwear, tertilpa and 
accessories market was esti- 
mated to have grown by 17 per 
cent in monetary terms. 

The increase in operating 
profit was largely due to a 
good performance from the 
Edgars chain, which contrib- 


uted 89 per cent of profits. This 
counter-balanced problems at 
Sales House and Jet stores, 
both of which are heavily reli- 
ant cm black consumer trade. 
Widespread violence, and con- 
sumer boycotts disrupted the 
markets in which they operate. 

The recessionary conditions 
tiie group faces are shown by 
the increase in the debtors’ 
book. Only IS per cent of the 
Edgars chain's sales were cash , 
and 8 per ce nt in the case of 
Sales House. 

Mr Hammond said he 
expects wmaimww- spending to 
be further dampened in the 
mo nths ahead as a result of 
high interest rates and a steep 
rise in the fuel price. The 
group still anticipates “satis- 
factory” earnings growth for 
the fall year, but at a slower 
pace than in the first half. 

Earnings per share rose 24 
par «mt to 140.5 and Hip 
div idend was Increased by 22 
per cent to 33 cents. 


Komatsu rises to Y24.3bn 


By Stefan Wagstyl in Tokyo 

KOMATSU, the Japanese 
construction equipment com- 
pany, yesterday posted a 46 per 
cent increase in interim pretax 
profits to Y2423bn (Si87m), due 
to strong domestic demand 
generated by an acute shortage 
of building workers. 

Reporting unconsolidated 
results for the six months to 
the end of September, Komatsu 
said sales rose 14 per cent to 
Y333bn. Net profits were 20.5 
per cent higher at Y92bn. 

However, for the year as a 


whole, Komatsu is concerned 
about the impact, at home and 
overseas, of increased oil prices 
and interest rates; the fall in 
the Japanese stock market; 
recession in the US; and the 
Middle East crisis. It expects 
sales to grow 9 per cent to 
Y685bn and pre-tax profits to 
rise to Y47bn. 

Small-scale building equip- 
ment for use on cramped urban 
sites has been selling particu- 
larly well in Japan, said Kom- 
atsu. 


Toshiba Machine up 39% 


By Martina Gannon in Tokyo 

TOSHIBA Machine, a leading 
machine tool manufacturer 
that is benefiting from Japan’s 
construction boom, had pre-tax 
profits of Y5.1bn ($395m) in the 
April to September period, a 39 
per cent increase over a year 
ago. 

Sales also rose by ID per cent 
to Y64Abn. 

The company sees pre-tax 


profits in the full year to 
March 31 rising 24 per cent 
from fiscal 1989 to a record 
YlOtm, and sales going up 8 per 
cent to Y130bn. It has 
earmarked Y16bn for 
investment In plants anc{ 
equipment this year, although 
the plans may be delayed If 
land for expansion cannot be 
found. 


MERCURY OFFSHORE 
STERLING TRUST 

(SICAV) 

14, me L6on Toycs, 

L-2636 Luxembourg 

R. C Luxembourg No. B24.990 

Notice is hereby given to Shareholders that an interim dividend for 
the year to 30th September; 1990 of 1 3Jp for the Reserve Fund has 
been declared by the Board. 

The dividend will be paid on 5th December, 1990 to Registered 
Shareholders of the Reserve Fund who were on the register at 28th 
September, 1990. 

The dividend wiU be paid Bom 5th December 1990 to Bearer 
Shareholders of the Reserve Fund against presentation of coupon 
No. 4 at the Company's Raying Agent in (he United Kingdom: 

S. G. WARBURG & CO., LTD., 

Paying Agency, 

2, Finsbury Avenue, 

LONDON EC2M 2RV 

from whom riaim forms can be obtained. United Kingdom tax will 
be deducted from claims in the United Kingdom at the rale of 25 per 
cent unless claims are accompanied by an affidavit. 

1st November; 1990 MERCURY OFFSHORE STERLING TRUST 


Daishowa incurs Y7bn loss 


Rising costs hit 
Mitsubishi Kasei 

RISING material and 
distribution costs diluted first- 
half profits at Mitsubishi 
Kasei, Japan’s largest all-round 
chemical manufacturer. The 
company saw pre-tax profits 
slip 42 per cent from the year- 
ago period to Y19.7bn (3152m), 
and operating profits foil js. 8 
per cent to Y 18 - 8 bn, although 
sales grew 3.4 per cent to 
YSTKlbn, writes Martina Gan- 
non in Tokyo. 

Sales by the pharmaceutical 
division improved by LL5 par 
cent, but the consolidated fig- 
ure was pulled down by poor 
overseas sales of coke and 
prtpr carboc hemlcals, thw com- 
pany’s mafagtay business. 


By Ian Rodger in Tokyo 

DAISHOWA Paper, the 
company whose chairman 
splashed out $1 60.6m last May 
to buy a Renoir and a Van 
Gogh painting, has reported a 
massive Y7J.bn ($54. 6m) pre- 
tax loss In the six wiraitha to 
September 30. 

The turnround from a pre- 
tax profit of Y82bn in the same 
period of last year is more 
severe than the profit dweUwea 
already reported by Japan's 
o ther leading pulp and paper 
makers. The company is fore- 
casting a loss of Yl&9hn for 
the full year. 

Daishowa cited sluggish 
paper pulp prices ana high 


interest rates as the causes of 
its reverse. A planned 19 per 
cent rise in capital spending to 
Y63bn this year will add to 
depreciation charges and to 
borrowings, which are expec- 
ted to reach Y434bn, compared 
with Y3802bn at the end of tire 
last fiscal year. 

Sales in the first half rose 2.4 
per cent to Y173.4bn, but 
operating profit plunged 952 
per cent to Y483bn. The com- 
pany had a net profit of 
Y22bn, down 46 per cent. 
Daishowa expects to have a net 
profit in the full year as a 
result of sales of land and secu- 
rities. 


Mortgage Securities 
(No 1) Pic 

£71,800,000 

Class A 

Mortgage Backed 
Floating Rate Notes 
due 2023 

In accordance with the 
provisions of the Notes, notice 
is hereby given that for the 
Interest period 
31st October, 1990 to 
31st January, 1991 
the Notes will cany an Interest 
Rate of 13.925% per annum. 
Interest payable on the relevant 
interest payment date 
31st January. 1991 will amount 
to £3,509.86 per £100,000 
Note. 

Agent Bank: 

Bank of Scotland 


BUSINESS 

SOFTWARE 

Business software 
advertising appears 
every Saturday in the 
WEEKEND FT. 

For advertisement details 
please telephone 
Claire Hughes 
on 071-873 3658 


CIVAS INTERNATIONAL UMfTED 

SEMES CTV AS IS 
UAtNAMiNO 

8*e— dHoUwgHntDNindmlflga 


Unsrsat Rata &2S26% pj 
Period November l, 1990 id May 1, 
1901. brtoreai Payable par U 53100,000 
Note US*4. 15*20. 


Nmombert, 139 0, Lo ndon 
By CMbwfb NA. less OepO. Agent Bar* 


Mortgage Securities 
(No 1) Pic 

£20,000,000 

Class B 

Mortgage Backed 
Floating Rate Notes 
due 2023 


In accordance with the 
provisions of the Notes, notice 
is hereby given that for the 
Interest period 
31st October, 1990 to 
31st January. 1991 
the Notes will carry an Interest 
Rate of 14.125% per annum. 
Interest payable on the relevant 
interest payment date 
31st January, 1991 will amount 
to £3,560.27 per £100.000 
Note. 

ApniBank: 

Bank of Scotland 



NORTHERN ROCK 

! BUILDING SOCIETY! 

£100,000,000 

Floating Rate Notes doe 1992 


In accordance with the provisions of the Notes, notice is 
hereby given chat the Rate of Interest for the three month 
period ending 30th January, 1991 has been fixed at 
13.9375% per annum. The interest accruing for such three 
month period will be £175.65 per £5,000 Bearer Note, and 
£1,756.51 per £50.000 Bearer Note, on 30th January, 1991 
against presentation of Coupon No. 6. 



30th October, 1990 


London Branch 
Agent Bank 


I THE BANK OF NOVA SCOTIA I 


(A Ctnuulum Chartered Hunk) 

£100,000,000 

Floating Rate Debentures 2000 

Issue Price 100.10 per cent. 

For the three months 3 1st October, 1990 to 31st 
January, 1991 the Debentures will bear an interest 
rote of 13.9125% per annum and the coupon amount 
per £10,000 denomination will be £350.67. 

Agent Bank 

Samuel Montagu & Co. Limited 



THE KANSAI ELECTRIC POWER COMPANY, 
INCORPORATED 

Japanese Yen 40,000,000,000 
Floating Rate Notes 1992 

For the period 

30th October. 1990 to 30th April, 1991 

111 aC ^ I Sf^^ th ^ provisions of the Notes, notice 
that toe rate of interest has 
w 8 35 S® 1 " cent P® 1 annum and that the 

30 iiASni e IQQ-! 116 ******** interest payment date. 
30th Apnl 1991 agamst Coupon No 7 will be 
¥416.356 per ¥10,000, 000 Note. 

The Industrial Bank of Japan, Limited 
Agent Bank 
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international capital markets 


Bank of France rate cut 
triggers rally in OATs 

By Simon London 


By Simon London 

TOE FRENCH government’s 
deacon to cut interest rates 
oy 25 basis points pushed OAT 

T?^ e L Up v Stro S Rly y»*«day. 
The benchmark a% per cent 

J£*25i OAT closed on a yield 
ot 10-23 per cent, against 10 J3 
per cent on Tuesday. 

On the futures market the 
December OAT contract closed 

ap 46 points on the day at 

98.36, although volume 
remained thin because many 
traders had already closed 
their trading books before 
todays national holiday and 
tbe traditional long weekend. 

.Yesterday’s rise closed the 
yield spread between OATs 
and German government 
bunds to around 125 basis 
points although analysts sug- 
gest that the gap is soil higher 
t han justified by real interest 
rate differentials. 

“There are a lot erf institu- 
tions sitting on cash waiting to 
move into Prance, but no-one 
wants to be first," co mmented 
Mr Alex Mitcheson-Smith of 
UBS Philips & Drew. “This 
could be the spark they have 
been waiting for.” 

The interest rate cat took 
the market completely by sur- 

QOVERNMENT 

BONDS 


prise. Usually the French mon- 
etary authorities introduce 
interest rate changes through 
money-market repurchase 
operations, the next erf which is 
scheduled for Monday, rather 
than through changes in the 
intervention rate. 

Although the French govern- 
ment has wanted to ease mone- 
tary policy for the last three to 
four months, the weakness of 
the franc in the face of the Gulf 
crisis prevented an early move. 
Yesterday’s cat was made 
against a background of rela- 
tive strength of the currency 
over the past week. The franc 
moved down just % centime 
against the D-Mark yesterday, 
closing at FFKL350. 

The franc is held within an 
unofficial 1 per cent band 
the D-Mark and yester- 
day’s loosening of monetary 
policy in France is thought to 
rule out an Interest rate hike 
by the Bundesbank today. 

■ GERMAN government bonds 
rallied on the news that 


BENCHMARK GOVERNMENT BONDS 


Coupon 

user 

Pats 

Pries 

Chongs 

YMH 

Was* 

■9° 

Month 

•0® 

UK GILTS 

13-500 

9000 

B.000 

06/92 

03/00 

10/08 

103-11 

87*00 

85-12 

+ 05/32 
+ 19/32 

+ 12/32 

11.48 

11-23 

10.86 

11.77 

1137 

10.02 

1257 

11.76 

11.13 

US TREASURY * 

8.750 

6.760 

98/00 

0B/2D 

100-15 

99-11 

+ 02/32 
+ 05/32 

8.B7 

B-B1 

sxr 

B.81 

0.78 

853 

JAPAN No T19 

NO T29 

<800 
a 400 - 

6/89 

03/00 

84.4624 

94.0433 

-0.194 

+0XKJ1 

7.80 

7A8 

7.81 

7.51 

8.48 

6.06 

GERMANY 

as oo 

8 8/00 

96.8000 

+0.100 

6.98 

8.88 

957 

FRANCE BTAN 
OAT 

9-000 

&500 

11/95 

03/00 

95.5994 

60.7600 

+ 0.224 
+ 0.560 

10.15 

10.23 

10.15 

1024 

10.38 

1053 

CANAOA * 

TO.SOO 

07/00 

96.5500 

+ Q.S50 

11.09 

1119 

11.19 

NETHERLANDS 

9.000 

10100 

98.9400 

+ 0-030 

9.17 

9.19 

927 

AUSTRALIA 

13 000 

07/00 

98.0739 

+0.108 

13.35 

1029 

13.53 

London dosing, "denotes New York morning session 

Yields: Local market standard Prices: US. UK In 32nds.. others In decimal 
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French interest rates had been 
cut, since the Bundesbank is 
now less likely to raise the 
Lombard rate today. Such a 
move would place great strains 
on the European monetary sys- 
tem. 

The benchmark 8% per cent 
10-year bund closed at 9638 on 
a yield of 8.97 per cent, against 
9.00 per cent on Tuesday. 

On the futures market the 
December bund contract lost 
around 5 pfennigs, to dose at 
8135. 

The Bundesbank also con- 
firmed yesterday that the bond 
consortium will meet on Mon- 
day to set terms on a new fed- 
eral bond issue. The market is 
expecting a DM5bn to DM7bn 
issue with a 9 per cent coupon, 
priced at around 100.75. ft is 
possible that the Bundesbank 
will choose to zoo pen the last 
10-year federal bond, launched 
on October 8. 

■ UK Government bonds also 
rallied an hopes of an early 
interest rate cut, which the 
government can more easily 
achieve in the context of stable 
or falling rates elsewhere In 
Europe. 

The benchmark 11% per cent 
gilt, maturing 2003/2007. rose 
sharply and dosed up % on the 
day at 102% for a yield of 
1L312 per cent 
On the futures market, the 
key December gilt contract 
closed at 8L29, having opened 
8t 84-11. 

Most analysts are predicting 
a further 1 per emit cut in base 
interest rates before the year 
end. Tuesday’s gloomy CBI 
survey of industry and the cot 


in French interest rates could 
provide an Ideal background 
for such a move. 

■ JAPANESE government 
bonds moved little overnight In 
Tokyo, with the all eyes on the 
performance of the yen in the 
foreign exchange markets. 
Once again the dollar failed to 
breach Y130 and was trading in 
London yesterday at Y129.65. 

The benchmark No 119 gov- 
ernment bond issue closed in 
Tokyo on a yield of 7.79 per 
cent after opening at 7.76 per 
cent 

■ BULGARIA is launching a 
high-interest bond to soak up 
excess cash, the official BTA 
news agency said, reports 
Renter from Sofia. 

Deputy Finance Minister Mr 
Evgeni Vzuoov said the gov- 
ernment would try to cut the 
amount of “hot money” in cir- 
culation and thus ease pres- 
sure on inflation, which be 
estimated at 25 per cent, 
through a Xbn leva bond issue, 
BTA reported. 

The bond, paying 15 per cent 
interest, would also help ease 
the government’s lJZbn leva 
budget deficit, and encourage 
commercial banks to raise 
savings interest rates from 
their current low level of 1 per 
cent. 

Mr Uzunov said the bond 
issue was a palliative rather 
Hum a cure for inflation, which 
could be brought under control 
only in the second half of next 
year. 

Foreigners will be able to 
buy the new bond, Mr Uzunov 
said. 
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Swedish 
bank to 
securitise 
mortgages 

By Tracy Corrigan 

SVENSK Fastigetskredit, a 
wholly-owned subsidiary of the 
Swedish bank Skandinaviska 
EnsMWa Banken, has become 
the first institution in Europe, 
outside the UK, to securitise its 
mortgage loans. The UK’s 
three-year-old mortgage-backed 
sector already totals nearly 
£9bn. 

The Swedish bank's move 
suggests that continental Euro- 
pean banks at last appear to be 
awakening to the attractions of 
mortgage securitisation, after 
years of haranguing by invest- 
ment banks. 

But other Swedish, and per- 
haps Finnish, institutions are 
expected to follow Skandlnav- 
iska’s lead, now that some of 
the Inevitable structuring prob- 
lems which dogged the nine- 
month fruition of the first such 
deal have been ironed out. 

Sweden's mortgage market, 
which totals SKrfiOObn (about 
ESObn), is well suited for securi- 
tisation. Unlike UK mortgages, 
Swedish mortgages cannot be 
prepaid, so the life of mort- 
gage-backed bonds is easier to 
predict Further, Swedish mort- 
gages usually have a five-year. 


Moody’s, tiie US rating agency* 
is considering lowering Swe- 
den’s triple-A debt rating. 
About $34. 4 bn of debt is 
involved. The triple-A rating 
of tiie Nordic Investment Bank 
is also under review, as a 
result of the move. 


rather than a 25 or 30-year hSe. 

Securitisation allows banks 
to remove mortgages from 
their balance sheets, so 
improving their capital ratios. 
Bank-owned mortgage compa- 
nies provide about halt Swe- 
den’s mortgage finance, and 
they have traditionally raised 
their funds on the Swedish 
bond market Before 1985, cer- 
tain types of investors such as 
pension foods were obliged by 
law to invest a proportion of 
their fimds in mortgage bonds. 
But the mar ket lost the sup- 
port of this substantial pool of 
capital with deregulation In 
1985. 

Further deregulation 
increased competition in the 
mortgage lending market, and 
it has become increasingly dif- 
ficult tor hanks to fond their 
mortgages at attractive rates 
in the domestic mark et. 

SFK’s 3159.5m five-year 
Eurobond, launched via a spe- 
cial purpose vehicle called 
Osprey Mortgage Securities 
(No-1) arid backed by about 
SKrlbn of Swedish mortgage 
loans, allows tiie company to 
tap a fresh investor base. In 
fact, the distribution of the 
bands was mare diverse than 
for Bter ling-denominated UK 
mortgage-backed bonds, 
encompassing banks, corpora- 
tions and money managers 
throughout Europe. 

Credit Suisse First Boston is 
lead manager of the transac- 
tion. Credit enhancement is 
provided by a pool insurance 
policy underwritten by Trygg 

Hansa. 

The bonds pay interest at 90 
basis points above the London 
interbank offered rate, and 
have an expected average life 
of four years. 


Laundering of 
money targeted 
by Canadians 

By Bernard Simon 
In Toronto 

CANADA has proposed fresh 
record-keeping rules for 
finanrHnl institutions and Other 
recipients of large cash 
deposits to help police investi- 
gations into money laundering. 

A Finance Department offi- 
cial said that the proposed 
rules, tabled in Parliament, 
include more detailed require- 
ments for maintaining records 
on large cash transactions 
than similar regulations in 
most other countries. They do 
not require institutions to 
report such transactions to the 
authorities, as is the case in 
the US and Australia. 

The roles cover not only 
hanks and other financial insti- 
tutions, but also pro fe ssionals 
conducting transactions for 
their clients. Large transac- 
tions subject to the proposed 
rules are defined as those 
which singly, or in a series on 
the same day, amount to 
C$10,000 or more. Records of 
such rivals must be kept for at 
least five years. 

Hie penalty for contravening 
the rules would be a maximum 
fine of C$500,000 and/or five 
years imprisonment. 

The regulations stem partly 
from joint efforts by the Group 
of Seven leading industrial 
countries to stamp out money 
laundering. But Canadian 
hanks , several of w hich have 
extensive branch networks in 
the Caribbean, have also been 
singled out by US authorities 
as a weak link in combating 
money laundering by Latin 
American drug barons. 

The bill gives Canadian 
courts jurisdiction over contra- 
ventions which occur outside 
the country provided the 
accus ed is a resident or carries 
on business in Canada. 
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SKF Nine Months 1990 


SKF nine months profit 
SEK 1.78 billion 


SEKro 

2,000-. 


1.500 


UOOO - 


500 H 


Income after financial income and expense 

1*786 1,778 



Jan- 

Jan- 

lan- 

Jan- 

Jan- 

Sept 

Sept 

Sept 

Sept 

Scpt 

86 

87 

88 

89 

90 


Swedish 

January - September 1990 Kronor 

Sterling 

equivalent 
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If you want copies of the 1990 Nine Months Statement, please contact SKF Group Public Affairs S-4L5 50, Gtteboig, 
Sweden. Tfel +46 (31) 371000 

Average rate of exchange: Jaa - Sept: 1986 1 GBP = 10.63 SEK. 1987 1GBP ■= 10.24 SEK. 1988 1 GBP = 10.83 SEK. 

1989 1 GBP = 10.59 SEK. 1990 1 GBP - 10.37 SEK. 
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Ontario Hydro to launch 
record-breaking C$ deal 

By Tracy Corrigan 


ONTABIO HYDRO has 
announced plans to launch the 
largest ever Canadian dollar 
deal, and the first to be stroc- 
tured as a global offering. 
Ontario Hydro, which supplies 
the bulk of the electricity 
needs of Ontario, Canada’s 
richest province, hopes to meet 
most of its fatnre funding 


INTERNATIONAL 


needs through a global bond 

programme. 

The issue, expected to total 
C$750m to C$1.25, will have a 
maturity of five-to<ten years. 
Merrill Lynch, Nomura and 
ScotiaMcLeod, have been man- 
dated to act as lead managers 
of the transaction, which it is 
hoped will emerge before 
Christmas, although there Is 
no strict schedule. Ontario 
Hydro has no specific funding 
target, and the issue will not 
be swapped. 

It will be possible to trade 
the deal through four clearing 
systems - DTC in the US, CDS 


in Canada, and Eurodear and 
Cedel in Europe. 

Dealers In Europe said the 
deal will be difficult to price at 
a level which will ensure 
bal demand. CanndinTi dol- 
Eurobonds are currently 
trading at much wider spreads 

than Canadian domestic bonds. 

This means that demand is 
likely to be skewed towards 
Canada, although there could 
be some Far Eastern interest 
However, marketing will focus 
on the substantial group of 
European investors who hold 
Canadian government bonds, 
but have been loth to buy 
Eurobonds because they lack 
liquidity. 

In the equity warrants sec- 
tor, lack of supply continues to 
whet investors' appetites for 
new equity-linked deals. Kobe 
Electric Railway’s $70m four- 
year deal, launched by Nikko 
Securities (Europe), was bid at 
8% points above its par issue 
price. 

Although the Tokyo stock 
market has regained some sta- 
bility, most analysts say condi- 
tions remain precarious. 
Recent equity-linked transac- 


tions have been buoyed by the 
trailing off of supply. The cal- 
endar is thin for the rest of the 
year, although new names 
have recently been cited as 
potential borrowers. 

In the Ecu market, IMI 
Bank (International) brought 
an Ecul50m three-year deal via 
Bankers Trust Swap condi- 
tions in the sector remain 
unfavourable, so further issu- 
ance is likely to be slow. The 
IMI deal, which was unswap- 
ped, was bid at less L35, just 
inside full fees of 1% points. 

© Turkish Central Bank gov- 
ernor Mr Rusdu Saracoglu said 
interest rates could rise if Tur- 
key failed to curb its budget 
deficit, Reuter reports from 
Istanbul. 

“There may be significant 
pressure on the financial mar- 
kets in 1991 if the budget defi- 
cit is not lowered,” Mr Sara- 
coglu told a meeting of 
businessmen in Ankara. 

“Interest rates will go up and 
confidence in the money mar- 
kets will weaken if anti-infla- 
tionist policies are not sup- 
ported by correct budgetary 
policies," he said. 
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UBF debt put 
under review 

UNION Bank of Finland, which 
recently announced its inten- 
tion to reorganise, has had its 
debt placed under review by 
Moody's Investors Service, the 
US credit rating agency, writes 
Simon London. 

The bank currently has a 
senior debt rating of Aal and a 
subordinated debt rating of 
Aa2 from Moody's, covering 
$2.7hn of outstanding paper. 
The Prime-1 rating on DBF's 
short-term borrowings will not 
be affected. 

As of August 30, 1990, UBF 
had consolidated net assets of 
FM143bn ($40bn). 


Transaction fees mooted for 
Toronto Stock Exchange 


THE ONTARIO Securities 
Commission has distributed 
documents proposing a trans- 
action fee for trading on the 
Toronto Stock Exchange and a 
rise in filing charges for public 
companies, Reuter reports 
from Toronto. 

Stockbrokers said the trans- 
action fee, which would levy a 
charge of 1/300 of 1 per cent on 
the value of trades on the 
Toronto Stock Exchange, could 
encourage traders to conduct 
business in Montreal, New 
York or other rival exchanges. 

Mr Selwyn Kossuth, execu- 


tive director of the commis- 
sion, dismissed such fears, say- 
ing the New York Stock 
Exchange already charged the 
same fee. 

Mr Fred Ketches, chief 
trader with ScotiaMcLeod, 
said, “One cent for every three 
hundred dollars is not a lot It's 
a nuisance.” 

Other proposals in the secu- 
rities commission documents 
include increases in annual 
filing fees, charges for filing 
prospectuses and the imposi- 
tion of a minimum registration 
fee. 


Czech bank 
to issue 
Visa cards 
to citizens 

By David Barchan! 

THE PLASTIC card revolution 
Is under way in Czechoslo- 
vakia with Zivnostenska Bank 
of Prague issuing its first Visa 
cards to Czech and Slovak citi- 
zens. 

It is believed to be the first 
tune that an internationally 
valid payment card has been 
made available to Czech 
citizens. 

The cards are linke d to con- 
vertible currency deposits awl 

will operate as deferred debit 
cards with the customer's 
account being debited regu- 
larly with the full balance. 

Accounts in Czech koruna 
will be available from Zivnos- 
tenska from next year. 

Mr Jacques Kosciusko, 
Visa's managing director in 
Europe, said that the new Visa 
card would help Czech citizens 
travelling in Europe and mak- 
ing payments for hotel and 
airline reservations. 

Czechoslovakia is a relative 
late-comer to Visa. Visa cards 
have been issued by Intourist 
in the Soviet Union since 1988. 

Visa cards will be issued in 
Poland to Polish citizens from 
June next year by three Polish 
banks which joined the Visa 
organisation this month. 

They are Hanit Polska ^ aga 
Opleki (PEKAO), Bank Inlcja- 
tyw Gospodarczch (BIG), and 
Bank Przemyslowo Handlowy 
(BPH). 

As in Czechoslovakia, the 
first generation of plastic card 
products in Poland is expected 
to be charge cards linked to a 
foreign currency account and 
serving business customers, 
rather than traditional credit 
cards. 

At the same time, Visa has 
accepted a private sector 
Soviet h ank as a member. Cre- 
dobank, set up in January 
1989 as the Moscow Youth Co- 
operative Bank, is the largest 
of 450 private sector commer- 
cial banks in the Soviet Union. 

The bank plans to issue its 
first Visa cards to customers 
early next year. 

• Samuel Montagu is to close 
its representative office in ! 
Tokyo before the end of the 
year, AP-DJ reports from 
Tokyo. Montagu's parent, the 
Midland Group, said the deci- 
sion to close the office reflects 
the need to trim operations. 



Peter Martin on 

“IF WHAT we have 
accomplished is a one-time 
reduction of 5,000 people and 
then a return to 'normal 1 , we 
will not have been successful” 

This warning comes from Mr 
Arthur Ryan, newly appointed 
as president and chief operat- 
ing officer of Chase Manhattan 
R ank and of its parent com- 
pany Chase Corporation. 

He is talking about Chase's 
latest restructuring pro- 
gramme, for which he was 
largely responsible. The aim, 
he says, is much more than a 
one-off reduction in employ- 
ment from about 43,000 to 
38,000. 

It is a deeper change, he 
says, because It is based on 
“some very fundamental mar , 
keting decisions: decide what 
you are good at and not good 
at, then put one heck of a lot of 
money in what you are good 
at, and stop doing what you 
are not good at.” 

Across the bank as a whole, 
that means dropping out of 
what the bank’s offidal state- 
ment on the restructuring 
describes as “certain underper- 
forming business activities”. 

In Europe, it means cutting 
staff by a thousand or so and 
trying to focus the business on 
four activities: 

• Corporate finance, heavily 
emphasising the bank’s indus- 
try teams and cross-border 
network. 

0 Risk management products, 
such as foreign exchange and 
derivatives. Chase is closing 
down some smaller foreign 
exchange dealing rooms and 
concentrating its resources in 
London, New York and Tokyo. 

# Information and custodial 
services, grouped together as a 
separate profit centre, Chase 
InfoServ. This is an area where 


lead to Chase s top man 

the strategy spearheaded by the bank’s president 


Chase is traditionally strong. 
Continental back offices are 
being cut back as an integrated 
European data centre opens in 
Bournemouth. 

O Private banking, for rich 
retail clients. Chase's Euro- 
pean private banking head- 
quarters is being moved to 
Geneva from London. 

There is a heavy emphasis in 
most of these activities in fee- 
based transactions, rather than 
simply making a margin on 
lending - though Mr Ryan’s 
colleagues get edgy if you sug- 
gest they are downgrading the 
importance of providing credit. 

The h ank will continue to 
provide credit as an important 
part of its activities, they say, 
but is not in the business of 
merely "renting the balance 
sheet". For some time it has 
been taking lending on to its 
books as part of a transaction 
but then deciding, on the basis 
of overall portfolio judgments, 
whether to retain it or sell 
some or all of it on. Now, it 
will add to that policy a deci- 
sion to drop out of local-cur- 
rency lending where it cannot 
be competitive with domestic 
institutions. 

As part of the restructuring. 
Chase has dropped its elabo- 
rate three-bank structure. In 
the early 1980s, it divided itself 
up Into an Individual Bank 
(worldwide retail banking), a 
Global Bank (corporate 
finance, risk management, cap- 
ital markets), and an Institu- 
tional Bank (Chase InfoServ, 
plus real estate lending, 
leasing, correspondent banking 
and Investment management). 

Each of these banks- within- 
a-bank bad a vice-chairman at 
the top and a complete man- 
agement team. 

Not only was that costly, but 



Arthur Ryan: Avoiding 
a return to ‘normal’ 

it also hampered Chase's abil- 
ity to project itself to clients as 
a single corporate entity. 

So this summer the bank 
shrank its three banks into 
one, summed up by the stark 
line: “All line units in all parts 
of the world will report to Mr 
Ryan”. Internal management 
accounting and compensation 
schemes are now based on the 
principle of rewarding people 
for working as a team and 
cross-referring business. 

It remains to be seen 
whether the new strategy 
yields the flow of earnings 
Chase needs if it is to rebuild 
its capital in an increasingly 
hostile regulatory and commer- 
cial climate. 

In Europe, the bank needs to 
re-establish competitive credi- 
bility. It was seen, even before 
its latest financial problems, as 
lacking strategic focus; and its 
image was weakened by the 
sale of a string of continental 
operations. 

The new European strategy, 
by focusing on four areas in 


which the bank is strongest, 
offers a possible solution. To 
generate a rising stream of 
profits, however, the bank will 
have to move increasingly 
towards the higher-value-added 
end of each activity, something 
that - as other banks have 
found - is easier said than 

done. ... . _ 

These are areas that rival 
banks, faced by similar bal- 
ance-sheet pressures, a re also 
choosing as areas for expan- 
sion. Global custody and pri- 
vate banking, for example, are 
both currently fashionable 
among US and European com- 
petitors. Chase’s branch 
network and market position 
will make it a strong competi- 
tor - but they may not be 
enough to ensure rising levels 
of profitability In an increas- 
ingly competitive -enviro nme n t . 

In this sort of climate, Chase 
been signalling its willing- 
ness to consider a merger at 
some time In the future. Mr 
Thomas Labrecque, Mr Ryan's 
boss, who has just taken over 
as chairman and dud 1 execu- 
tive officer, has mentioned the 
possibility of a merger at some 
point in the future. 

Mr Ryan, asked about merg- 
ers, says: "That's not a subject 
that frightens me.” The ques- 
tion Chase would as k be fore 
undertaking any merger, he 
says, is “does it dramatically 
affect our world competitive- 
ness?” And before reaching 
that point, he says, there is 
much to do in dealing with reg- 
ulatory issues that affect the 
US hankin g system as a whole. 

A great deal of work also 
remains to make Chase itself a 
more tightly focused competi- 
tor - and avoid the return to 
‘normal’ that Mr Ryan so 
mistrusts. 


Brazilian exchanges discuss merger plans 

By Victoria Griffith in Sao Paulo 


THE PRESIDENTS of the stock 
exchanges of Rio de Janeiro 
and Sao Paulo met yesterday 
to discuss increased coopera- 
tion and possible merger 
terms. 

Mr Fernando Nabuoo, presi- 
dent of the Sao Paulo stock 
exchange, expressed his inter- 
est in a merger as early as 
July; Mr Souza Dantas, his 
counterpart in Rio, has up to 
now been less enthusiastic. 

However, yesterday's talks 


suggested that the two 
exchanges were close to sign- 
ing an agreement to set up a 
joint custodial service for Bra- 
zil, with each exchange contri- 
buting 50 per cent of the capi- 
tal The headquarters of the 
new operation would be in Sao 
Paulo, but most higher level 
meetings would be conducted 
in Rio de Janeiro. 

Both exchanges are facing 
financial problems following a 
decline In trading volumes. Mr 


Nabuco hopes the country's 
privatisation programme will 
give the exchanges a much 
needed boost in turnover. 

In the meantime, both 
exchanges have been trimming 
costs. Bovespa, the Sao Paulo 
exchange, fired 100 employees 
last month. The Rio exchange 
has no plans for dismissals, 
although it is operating at a 
loss said to be running at 
about $400,000 per month. 

Both Rio and Sao Paulo 


recently computerised their 
exchanges. 

Mr Nabuco said the success 
of the Brazilian stock 
exchanges depended on open- 
ing up the markets to more 
foreign participation. With that 
goal in mind , Mr Nabuco has 
been lobbying for accelerated 
deregulation. 

Between them, the two 
exchanges account for 90 per 
cent of stock market trades in 
Brazil. 
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TRADITIONAL OPTIONS 


O First Dealings Oct 29 

0 Last Dealings NOv. 9 

0 Last Declarations Feb. 7 

0 For settlement Feb. 18 

For rate indications see end ol 
London Share Service 


Calls in Avtve Pet, Boozer, Brent 
Witter, Bnuuilng and Ford Sellar 
Morris Props. Put in Brent 
Walker. Puts and calls in Moun- 
tMgh and Next. 


LONDON TRADED OPTIONS 


A WAVE of speculation that UK 
interest rates were about to be 
cut sent equity futures higher yes- 
terday, although it failed to trig- 
ger a similar reaction in the 
traded options market 

The December FT-SE TOO Index 
contract began the day strongly 
as some brokers tried to cover 
short positions. The talk about a 
reduction in rates pushed prices 
higher and prompted some 
arbitrageurs to sell futures and 
buy stock. 

This narrowed the gap between 
the futures and the cash market, 
which had traded out to 40 points 
at one stage, more than fair 
value. 

Market specialists said there 
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had been some Institutional inter- 
est. although one dealer believed 
that investment In futures was 
down on recent levels. 

The December FT-SE contract 
dosed at 2,088, up 28 points. Its 
premium over the spot FT-SE 
index widened to 38 points, 
against 28 in the previous 
session. 

In the traded options market, 
the expiry of the October FT-SE 
Index provided some interest But 
overall, dealing levels were 
down. "A lot seemed to be going 
on but little business was being 
done," one dealer said. 

A total of 24,746 contracts 
changed hands, down by more 
than a third. Dealing was evenly 
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divided between calls and puts. In 
the FT-SE options, the October 
2,050 puts were the most active. 

Among the stock options, Brit- 
ish Gas was the busiest Dealing 
was boosted by marketmaker 
cross-trades. Of the larger deals, 
James Capel bought 500 Decem- 
ber 220 puts. In total, 3,081 British 
Gas options were traded. 

Rolls-Royce was next on the 
list, trading 1.258 contracts, as 
one broker sold 500 March 160 
puts. Racal was boosted by 
James Capel's sale of 400 
November 160 puta. A total of 
1,211 lots changed hands. 
Marks & Spencer was next at 
1,058 and followed by the Euro 
FT-SE on 811. 
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Firm overseas demand protects transmission side 

Fenner advances 21% but 
warns on current year 

By Richard Gourlay 


UK COMPANY NEWS 


H NER . th ® Hull-based 
maker and distributor of 
power transmission equip, 
pent and conveyor belts, yes- 
teroay announced increased 
profits and margins but 
warned that trading condi- 
tions would be less favoura- 
Diein the present year. 

Pre-tax profits for the year 
to end-September rose 21 per 
cent to £ 16 . 1 m on turnover up 
11 per cent at £2 15 ,2m. 

Earnings per share rose 10 
per cent to 22 .3p. 

A recommended final divi- 
dend of 5.1p lifts the total for 
the year to 8.55p, an advance 
of 6 per cent. 

Mr Peter Barker, chairman, 
said the current economic cli- 
mate did not justify increas- 
ing the dividend In line with 
earnings per share. 

Debt increased by £l3m to 
£30m during the year as a 
result of acquisitions, capital 
expenditure, an increase in 
stocks ahead of the closure of 
two conveyor belt factories in 
Scotland and higher strategic 
inventory levels in India and 
South Africa. 

As a result gearing rose 
from 27 per cent to 47 per 
cent, although the Increase 
was exaggerated by the pres- 
ence of the unspent proceeds 
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of a rights issue which were 
held in the books at the pre- 
vious year-end. 

The factories Fenner closed 
in Scotland had mainly sup- 
plied the US market which 
became un viable as a result 
of the strong pound and 
adverse changes in US speci- 
fications. 

The company made a £ 3 - 2 m 
extraordinary item to cover 
these closures. 

Fenner also spent £3. 5m 
to upgrade its Bull operation 
and cut operating costs. 

Some 60 per cent of group 
turnover came from overseas 


St James’s Place nav 
slips 6 % after demerger 


By Andrew Hill 

THE NET asset value of St 
James’s Place Capital, the suc- 
cessor to J Rothschild Holding s; 
(JRH), slipped 6 per cent from 
83.6p to 78.4p per share in the 
month following the recon- 
struction of JRH. 

About half of JRIFs net 
assets were injected into the 
newly created Bishopsgate 
Growth Unit Trust on August 
27. After allowing for the 
demerger, St James’s said its 
net asset value had declined by 
10.5 per cent during the six 
months to September 30, but 
pointed out the decline was 

leas than for othe r market iqiti - 

ces in the same period. 

Pre-tax profits were sharply 
Lower at £9.3m, but that com- 
pared with £5&5m for JRH in 
the corresponding period 
before the demerger. Earnings 
per share - were 2J3p (13.8p). 


However, St James’s repeated 
its conviction that the creation 
of long-term value for share- 
holders was more important 
than short-term prefits. 

Mr Clive Gibson, one of St 
James's executive directors, 
admitted that the group had 
underestimated market turbu- 
lence in the aftermath of the 
invasion of Kuwait 

"St James’s Capital is not 
intended to be a well-balanced 
portfolio - it’s a collection of 
Jacob Rothschild-influenced 
assets," explained Mr CHbson 
yesterday. Lord Rothschild 
owns 14 per cent of St James's. 

The interim dividend is L5p, 
which as a percentage of net 
asset value was in fine with 
the yield on the FT-Actuaries 
Investment Trusts Index, as 
promised in the demerger cir- 
cular. 


Mount Charlotte- keeps 
own management team 


By Andrew Bolger 

MOUNT- - Charlotte 
Investments, Britain's second 
biggest hotels group, wfll con- 
tinue to be managed by Mr 
Robert Feel, its chief executive, 
a nd his management team, in 
spite of tire successful takeover 
by Brierley Investments (BIL)- 
■ The hotel group’s board yes- 
terday acknowledged that BXL 
had acceptances representing 
52J> per cant of the shares, but 
continued to insist th at the 73p 
pea: share cash offer "underval- 
ues Mount Charlotte’ s hig h 
quality assets and the earnings 
potential which they give the 

company." 

BIL’s offer, which values the 
group at £644m, has been 


declared unconditio nal. 

The board said it had 
received assurances from BEL 
that Mount Charlotte, in com- 
mon with other BIL subsid- 
iaries, would continue to oper- 
ate as an independent 
autonomous entity, preserving 
the management of the com- 
pany. - 

BIL had also given assur- 
ances that it would encourage 
an active market to be made in 
Mount Charlotte shares. 

Mount Charlotte directors 
said they intended to accept 
the Brleriey offer in respect of 
most of their shares. 

Mount Charlotte shares yes- 
terday dosed at 72’Ap, up 
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BABCOCK PREBON PLC 


The Directors of Babcock Prebon pic are 
pleased to announce that the change of 
name from York Trust Group pic has now 
been effected and that the company 
has relocated to new premises at> 

155 Bishopsgate 
London EC2N 3D A 

Our new Telephone Number is:- 
071-522 2222 

and our Fax Number is:- 
071-374 0525 


operations where demand 
remained firm, helping to 
protect the Important power 
transmission businesses 
which accounted for about 
half of group trading profits 
and turnover. 

• COMMENT 

Fenner’s 21 per cent increase 
in profits Is nothing to be 
sneezed at in today’s markets 
but the company has set 
itself a hard act to 
follow. Gearing of 47 per cent 
going into a recession is 
uncomfortably high, espe- 
cially when some of the 
increase comes from 
increased strategic stocking 
in political hot spots like 
India and South Africa which 
are showing no signs of cool- 
lug down. While Fenner’s for- 
eign operations might act as 
a hedge against recession in 
the UK engineering sector, 
they will be hit in 1991 both 
by the strength of sterling 
and a slowdown in the US, 
the group's most important 
market. 

After a higher tax charge, 
profits are likely to fall 
slightly to £15.5m or 20.5p per 
share, giving a prospective 
multiple that still looks 
attractive at 6.3. 


Half-price 
travel for 
Eurotunnel 
subscribers 

By Andrew Hill 

INVESTORS WHO subscribe 
for Eurotunnel shares through 
the group’s £530a rights issue 
later this month are likely to 
receive half-price travel on the 
cross-Channel shuttle when 
the fixed link opens In 1993. 

Shareholders who buy the 
maximum number of new 
shares available - probably 
£5,000 worth - should be enti- 
tled to 50 years of half-price 
travel. 

Eurotunnel. which 
announced the first break- 
through beneath the Channel 
on Tuesday, has already 
revealed that the Incentives 
will consist of discounted 
travel rather than free travel, 
which was the perk attached 
to the original public offer of 
shares la 2987. Unlike the 1987 
incentives, subscribers to the 
issue will be able to nominate 
others to receive the perks. 

The incentives are likely to 
go up in six tiers, with those 
who subscribe for tbe £160 
minimum receiving a small 
number of half-price Journeys. 

Foil details of the incentive 
scheme will be In the rights 
issue prospectus, which should 
be published shortly. Eurotun- 
nel, has mounted a £5m adver- 1 
tiring camp ai g n. 


Scottish Heritable forecasts £5.5m loss 


By Andrew Jack 

SCOTTISH HERITABLE Trust, 
the mini conglomerate with 
diverse activities including 
property development, quarry- 
ing and oriental carpets, yes- 
terday warned that it was 
expecting losses of £&5m pre- 
tax for the year to December 
3L 

The York-based company 
also said it had arranged “an 
interim padcage of support" 
from its principal UK bankers 
until the year-end, subject to 
certain conditions that it 
expected to be fulfilled this 
week. It refused to give further 
details. 

The announcement follows a 
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warning in July that profits 
would be lower than the previ- 
ous year. The company then 
brought forward its results by 
a month to report losses of 
£&88m Cor the six months to 
end-June. 

At that time, directors said 
they were confident of a recov- 
ery in the second half. But 
with continued poor trading, 
particularly from the property 
division, it now anticipates sec- 
ond half losses of some £L7m, 
making £5 .5m for the year, 
compared with a pre-tax profit 
of £l0.lm for 1989. 

The company’s shares 
dropped B’Ap to 10'Ap on the 


day, half of their dosing level 
on Monday. The price has 
plummeted from lOSp since the 
profits warning in July. 

Gearing is currently more 
than 150 per cent, althongh the 
company said it has been sta- 
ble since April. Interest pay- 
ments for the six months to 
June 30 were £ 2 m. 

Scottish Heritable closed Its 
property development division 
at the end of September and 
expects "substantial extraordi- 
nary losses" for the year. 
There will also be provisions 

against the closure of Kings 
Haven, a loss-making modular 
motel unit in the US. 


It has foiled to find a buyer 
for Corson quarry, also in the 
US, hut said it is vigorously 
pursuing alternative business 
disposals. 

Quarrying, hospital beds, ori- 
ental carpets flTV * other manu- 
facturing businesses all per- 
formed poorly at the half year. 
The company's fireworks, mod- 
ular hmi«jring and some carpet 
businesses remained profitable, 
according to some sources. 

One commentator close to 
the company said: “It's as 
though all the lemons on tbe 
fruit machine came up 
together this year." 
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Marks and Spencer p.l.c. unaudited results for the first half of the 1990/91 financial year. 

Highlights from 

THE STATEMENT BY THE CHAIRMAN, THE LORD RAYNER 

• Group profit before tax up 10.3% to £230 million • 

• Group profitability up to 8.7% from 8.3% • 

o Group cash emphasis produces net interest receivable • 

• European sales up 35% and profits up 40% • 


The unaudited results of the Group for the first half of the. 1990/91 financial year are announced as follows: 

26 weeks ended 


GROUP TURNOVER (note 1) 

GROUP OPERATING PROFIT (notes 3 & 4) 

Net Interest recelvab(e/(payable) 

Provision for United Kingdom Employees 1 
Profit Sharing Scheme (note 5) 

GROUP PROFIT BEFORE TAXATION (note 9) 
TAXATION (note 10) 

■GROUP PROFIT AFTER TAXATION 
Profit attributable to minority Interests 

PROFIT ATTRIBUTABLE TO SHAREHOLDERS 
Dividends (note 11) 

Undistributed su rplus 

Earnings per share 
Dividend per share 

NOTES: 

1. Group turnover (excluding VAT and other sale* taxes) Ii as follow*: 

26 weelu ended 


29th Sept 
1990 

£ million 

2,657.9 

235.6 

0.5 


(5.8) 

230.3 
(82.9) 

147.4 

(0-4) 

147.0 

(54.2) 


30th Sept 
1989 

£ million 

2,503.5 

225.7 

(11.8) 

(5-2) 

208.7 
(74-1) 

134.6 

(0-5) 

134.1 

(49.8) 


5.0p 
1.8 5p 


Increase 


Year ended 
31st March 1990 
(52 weeks) 

£ million 

5,608.1 

627.7 

( 8 . 8 ) 

(14.7) 

604.2 

(214.5) 

389.7 

(07) 

389.0 

(172.5) 


14.5p 

6.4p 


29th Sept 
1990 


30th Sept 
1989 


Year ended 
31st March 1990 
(52 week*) 

£ million 


United Kingdom and Eire Store* 
Clothing 
Homeware 
Foods 


Overseas Stores (note* 6, 7& B) 
Europe 

Clothing 

Homeware 

Foods 


financial period. The comparison of turnover and operating profits has been affected by the movement of 
exchange rate*. Expressed in local currency. European sales increased by 2 5.4% and operating profits increased by 
33,146. Turnover and operating profits for North America are shown in local currency In notes 7 and B below. 

7. The turnover for North America is analysed as follows: 


U.S.A- 

Brooks Brothers 
Kings Super Markets 


Canada 

Marks S Spencer Division 
Peoples 
D 'All Bird's 


8. The operating profits for North America are analysed as follows: 


North America 
Clothing 
Homeware 
Foods 


Far East ™ 

Direct Export Soles O uulde the Gr oup 30.3 22.6 34.1 49-3 

~ ‘ 2.617.1 2,466.8 6^1 5.527.5 

Financial Activities 11 ' 2 

TOTAL CROUP TURNOVER 3,657.9 2,503.5 6>2 5 ' 608 1 

Total Exports from the United Kingdom 81 - Q 616 136 0 

2 UK. price Inflation in ‘like for like’ merchandise was 4W> on Clothing, 3.546 on Homeware and 5.7% on Foods. There 
was 3.4% more selling space (net of closures) than the same period last year, which we estimate contributed 
1,49b to the sales increase, 

3. Group Operating Profit is after charging depreciation of £5 6.0m (last year £55.9m) and losses on disposal of 
fixed assets of £0.5m (last year £1.6m). 

4 . Group Operating Profit arises as follows: 199 q 19Q9 


The United Kingdom and Eire 
Europe 

North America - U.S.A. 

— Canada 

Far East 


5 At the end of each financial year the directors allocate a proportion of the United Kingdom profits to the 
‘employees under the terms of the United Kingdom Employees’ Profit Sharing Scheme. Provision has been made 
against the half year profit. 

6. The results of overseas subsidiaries have been translated using average rates of exchange ruling during the 


U.S.A. 

Brooks Brothers 
Kings Super Markets 
Corporate expenses 


Canada 

Marks & Spencer Division 
Peoples 
D ‘A I laird's 
Corporate expenses 


5. The Group Profit Before Taxation can be analysed between: 


Retailing 

Financial Activities 


Financial Activities comprise treasury, insurance and financial services. Financial services, which include Chargecard, 
budget accounts, personal loans and the management of unit trusts produced a profit before tax of £1.1m (last 
year £3.6m). 

10. The taxation charge for the first half or last year has been adjusted to reflect the actual rate of taxation on the 
year's profit. 

11. The interim dividend will be paid on 18th January 1991 to shareholders whose names are on the Register of 
Members at the dose of business on 15th November 1990. Shareholders may choose to take this dividend in 
shares or in cash. Fuji derails wiJJ be sent to shareholders in December. 

12 . The Summary of Results for the year ended 31st March 1990 does not constitute full financial statements within the 
meaning of 5240 of the Companies Act 1985. The full finandal statements for that year have been reported on by 
the Company's auditors and delivered to the Registrar of Companies. The audit report was unqualified and did not 
contain a statement under either 5237(2) or S237(3) of the Companies Act 1985. 
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Residential Property 
Securities No. 2 PLC 

£200,000,000 

Mongage Backed Floating Rate Notes 2018 

The rate of intenst for the three month period 30th October, 1990 to 
30th January, 1991 ha s been fixed at 14.20 per cent, per annum. 
Conpon No. 10 will therefore he payable on 30th January, 1991 at 
£3.579,18 per coupon. 

Aggii^ate interest charging balances of Mortgages redeemed during the 
previous Interest Period: £10,13 1,246. 

Aggregate interest charging balances of Mortgages redeemed as at 
30th October, 1990: £117.363.842. 

The aggregate principal amount of Notes outstanding as at 
30th October, 1990: £174,200,000. 

S.G. Warburg 5c Co. Ltd. 

Agent Bank 


Shizuoka Finance (H.K.) 

Limited 

US$ 20,000,000 
Dual Basis Bonds due 2000 

In accordance with the Terms and Conditions of the Bonds, 
notice is hereby given that for the Interest Period 
from October 31,1 990 to April 30, 1 991 
the Bonds will carry an interest rate of 8.45 % per annum. 
The Coupon Amount payable on the relevant 
Interest Payment Dale, April 30, 1991 will be 
US$ 4,248.47 per l)S$ 100,000 denomination. 

The Agent Bank 

KREDIETBANK 

S.A. LUX EM BOURGEOIS E 



TELEPHONE: 071-828 7233 


AFBD MEMBER 


FTSE 100 WALL STREET 

Oct. 2061/2071 +2 Nov. 2448/2460 +11 
Dec. 2081/2091 +5 I Dec. 2458/2470 +10 
5pm Prices. Change from previous 9pm dose 
HOW WELL DID YOU JUDGE THE MARKET? 




By Maggie Urry 

LAURA ASHLEY, the 
clothing and furnishings 
retailer, will cut gearing from 
122 per cent to 34 per cent and 
will be able to renegotiate bet- 
ter terms with its bankers if 
the sale of a 15 per cent stake 
in the group to Aeon, a Japa- 
nese retailer, is approved by 
shareholders. 

A document de tailin g the 
transactions was posted to 
shareholders yesterday in 
advance of a special meeting 
to be held on November 23. 
Sir Bernard Ashley, chair- 
man, said his family holdings 
with 69.6 per cent of the capi- 
tal would vote in favour. 

The document shows net 
debt on a pro-forma basis fall- 
ing from £88. 7m at the Janu- 
ary 27 balance sheet to 
£38.7m, while shareholders’ 
funds would rise from £72. 9m 
to £1 12.5m. The shares were 
unchanged yesterday at 72p. 


The group plunged into 
losses in its last financial 
year, and announced the clo- 
sure of seven factories with 
the loss of 1,500 jobs in Sep- 
tember. It had reported the tie 
up with Aeon in August 

In the spring Laura Ash- 
lers future hung by a thread 
as its bankers squabbled over 
renewing loans. The group 
finally signed a £115m facility 
in June on terms which it 
described as "excessively 
punitive" with large up-front 
fees and costs. 

Borrowings under that 
agreement will be repaid 
using proceeds from the deal 
with Aeon and a new £60m 
facility. This has been 
arranged at a finer interest 
rate margin and with less 
onerous restrictions on the 
group's ability to sell 
assets. 

Selling new shares repre- 


senting 15 per cent of the 
group will raise a net £29m 
for Laura Ashley. There is a 
10 year standstill agreement 
which prevents Aeon, which 
owns the Jusco Japanese 
retail group, either bidding 
for Laura Ashley or selling its 
stake, barring a bid from 
another source. 

Aeon is also buying new 
shares in Revman, Laura Ash- 
ley's US bed linen business 
for £8.5m and Revman's man- 
agement is investing £900,000, 
cutting Laura Ashley's stake 
to 47.5 per cent. 

Revman is then repaying 
£11.8m of borrowings from 
Laura Ashley and is also 
repaying £L3m in cash plus 
issuing it with £4.1m of seven 
year preferred stock. 

Aeon is paying £600,000 to 
increase its stake in the Japa- 
nese joint venture with Laura 
Ashley from 50 to 60 per cent. 


Telegraph steady at £29.7] 


By Raymond Snoddy 

THE Dally Telegraph 
maintained profits in the nine 
months to the end of Septem- 
ber in spite of the advertising 
recession. Pre-tax profits rose 
from £28-9tn to £29. 7m on turn- 
over down frrom £175. lm to 
£16&8m. 

Mr Joe Cooke, managing 
director of the Daily Telegraph 
group, said yesterday: "We are 
fortunate that we pursued 
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THE BRITISH LAND COMPANY PLC 


£175,000,000 

Unsecured Revolving Credit Facility 


Arranged by 

National Westminster Bank PLC 


Co- Arranged by 

Royal Bank of Canada Europe Limited 


Underwritten by 

National Westminster Bank PLC The Royal Barts of Canada 

The Sumitomo Trusts Banking Co, Ltd. The Tokai Bank, Limited 

Union Bank of Switzerland, London Brandi 


Barclays Bank PLC 


The Royal Bank of Scotland pic 


Managed by 

Co-Managed by 
Kansall is Banking Group 


participants 

The Chuo Trust and Banking Company Limited 
The Development Bank of Shigapore Ltd. 

National Bank of Abu Dhabi Yamaichi Bank (UK.) Pic 

Banco dl Roma, London Branch 


Facility Agent 

Royal Bank of Canada Europe Limited 
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* Calls are charged at 44p per minute at peak rotes and 33p at all other times. 
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cast cutting so assiduously 
over the past few years. We did 
not let up when the going was 
good." 

Mr Cooke confirmed the 
experience of most media 
organisations of a difficult 
market with little chance of 
improvement in the immediate 
future. 

The result was boosted by 
higher investment income - 


Belt Bros 
static 
at £4.3m 

BETT BROTHERS yesterday 
underlined how the building 
slump which is currently 
affecting much of the UK has 
had a relatively minor impact 
north of the border. 

The Dundee- based building, 
property investment and devel- 
opment, and leisure group, 
reported taxable profits of 
£4.3m for the 12 months to 
August 31 - a marginal 
rieeline on the previous year’s 
£L3Sm. 

Referring to the housebuild- 
ing operation. Mr Iain Bett, 
r haii-man , said the do wntur n 
in the market in the east of 
Scotland had “lagged behind 
the rest of Bri tain and the 
resultant effect has anyway 
been diluted by the relatively 
buoyant Scottish economy”. 

Bett sold 178 units during 
the year, against 184 in 198889. 

Turnover fell from £34.74m 
to £20.63m, although Mr Bett 
said this reflected a sizeable 
laud sale in the previoas 
period. 

Earnings per 20p share 
worked through at 18.59p 
fl886p) and a recommended 
final dividend of 4.3p (3.95p) 
increases the total for the year 
to 6.4p (5.8p). 

Haemocell rights and 
USM quote sought 

Haemocell, the blood filtration 
equipment manufacturer 
which joined the third market 
in December 1988, plans to 
launch a £2.5 m rights issue and 
seek an introduction to the 
USM. 

The Newcastle-based com- 
pany is proposing a l-for-4 
rights issue of 3.13m ordinary 
shares at 90p each, fully under- 
written by Allied Provincial 
Securities. Directors have 
renounced their entitlements, 
amounting to 2.44m shares. 

Haemocell also reported a 
loss for the year to August 31 
of £906.000 compared with a 
restated loss of £387,000 in the 
previous 12 months. 

Turnover jumped to £323,000 
(£66,000/, mainly as a result of 
contributions from Bellhouse 
Group, a manufacturer of fil- 
tration equipment in which the 
company has a 51 per cent con- 
trolling interest. 

Administrative expenses 
more than doubled to £1.07m 


£3. 89m against £Llm for the 
same period last year. 

The' results demonstrate 
again the transformation in 
the fortunes of the Daily Tele- 
graph since Mr Conrad Black 
became the publisher. 

Less than five years ago the 
group that publishes the Daily 
Telegraph and Sunday Tele- 
graph came to the edge of 
bankruptcy. 


NEWS DIGEST 


(£418.000), reflecting research 
and development costs. 

The loss per share is 7.1p 
(loss of L8p). 

DG Durham static 
at £484,000 

DG Durham Group, the 
USM -quoted insurance broker, 
reported a slight improvement 
from £475,000 to £484,000 in pre- 
tax profits for the six months 
to June 30. 

Trading was difficult and 
directors said the dollar's fell 
had not been helpful although 
the effect on the results was 
marginal. The Lloyd's brokers 
had a difficult period and the 
contribution from travel insur- 
ance was lower. 

Turnover amounted to 
£4Jlm (£<L54m). Earnings per 
share were 2J2p (2.4p) before 
and L4p (L7p) after goodwill 
amortisation. The interim divi- 
dend is unchanged at lp. 

Jackson down and 
warns on second half 

Jackson Group, the civil and 
mechanical engineer, suffered 
a decline from £1.27m to £1-Q2m 
in pre-tax profits for the half- 
year to June 30. 

Mr F Jackson, chairman, 
said the shortfall was attribut- 
able to some reduction in trad- 
ing profit margins as well as 
increased interest charges. 

Turnover was up from 
£26-27m to £2&9 zxl After tax of 
£376,000 (£470,000), earnings per 
share emerged at 3p (3.7p). The 
interim dividend is maintained 
at lp. 

Anglo-Park lower 
with £404,000 

Anglo-Park, the property devel- 
opment and investment com- 
pany which was floated last 
December, announced pre-tax 
profits of £404.000 for the year 
to June 30 1990 compared with 
£I.77m previously. 

Earnings per share fell to 
4.4p (30.6p) and a final dividend 
of lp is recommended to make 
3p for the year. 

Turnover declined from 
£722m to £3J33m. An extraordi- 
nary charge of £169.000 repre- 
sents the costs of the flotation. 

Reduced deficit 
at Channel Tunnel 

Channel Tunnel Investments 
reported a reduced loss for the 
six months to June 30 of £344 


By John Thornhill 

m SPITE of an exceptional 
charge of £110,000, Cullen's 
Holdings, the grocery retailer 
which last year returned to 
the black after eight years of 
losses, yesterday reported a 
“satisfactory" half year with 
pre-tax profits of £339.000. 

Last time it incurred a loss 
of £317,000, after an excep- 
tional credit of £373,000. 

Sales in the six months to 
August 26 were £863,000, 
against £6.33m, although both 
these figures are misleading 
since they only include the 
results from managed stores 
during each period. 

But the company claimed 
that store turnover had on 
average been 20 per cent 
ahead of the previous year. 

Mr Robert Bayne, chairman, 
said: “Cullen's is now a very 
different company from what 
it was. It has been a very 
expensive difficult learning 
curve but the majority of the 
problems have been solved, 
the management is improving 
and I am now looking for a 
long-term steady improve- 
ment." 

Earnings per share 
amounted to 1.3p against 
losses of the same amount last 
time. 

No Interim dividend is 
declared although Mr Bayne 
said he was optimistic that the 
company would return to the 
dividend list in the near 
future. 


pre-tax compared with £2,633. 
Total interest received was up 
from £11.622 to £16,464. 

Administration expenses 
were higher at £16,808 (£14255). 
The loss per share was O.G2p 
(0.18p). 

Whittington In loss 
and misses interim 

In spite of an improvement 
from £7.6m to £13.4m in turn- 
over, Whittington, which has 
two main operating divisions 
- diecast and pressed steel 
and giftware - incurred pre- 
tax losses of £746.000 in the six 
months to Jane 30 against prof- 
its of £15L000. 

There was an extraordinary 
loss of £150,000 applicable to 
the disposal of the Walsall divi 
sion of JW Bonser. On October 
29 the company entered into an 
agreement to dispose of JW 
Bonser to Foray 242. 

Losses per share amounted 
to 2.7p (earnings of 0.6p) and 
the interim dividend is passed. 

Lon & Strathclyde 
nav at 246.5p 

Net asset value at London & 
Strathclyde Trust fell to 2464p 
at August 31, compared with 
309.6p 12 months earlier. Net 
revenue for the year to end-Au- 
gust increased from £906,000 to 
£l.05m. 

Earnings per share were 7.2p 
(62p) and the proposed final 
dividend of 3.95p makes a total 
for the year of 5.45p (4-8p). 

Midland takes some 
HK bank operations 

The Hongkong and Shanghai 
Banking Corporation's 
operations in Gibraltar are 
being transferred to tbe Mid- 
land Bank as part of the two 
organisations' gradual rational- 
isation of their international 
activities. 

This shows that the rational- 
isation is to continue, even 
though the two banks are 
expected to announce soon 
that they will not go ahead 
with full merger moves when a 
three year moratorium on the 
Hongkong's 14.9 per cent stake 
in Midland expires late in 
December. 

Midland Bank Trust Corpo- 
ration (Jersey) is to acquire the 
entire issued share capital of 
Hongkong Bank and Trust 
Company Gibraltar on Novem- 
ber 30. It will change the name 
to Midland Bank Trust Corpo- 
ration (Gibraltar). 
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SEMPLE FRASER HAN1FORD Dl CIACCA ws. 

ore plotted to 
announce 

the establishment of a firm 
dedicated to the provision 
of legal services to 
the business and 
property sectors 


Scottish Life House 
4R St Vincent Street 

Glasgow G2 5TS 
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£300,000,000 

Floating Rate Notes 

Pug 1996 

(Second Series) 

(Issued by Nationwide 

Building Society) 


Interest Rate: 

14*06% per annum 

♦ 

Interest Period: 

31 Octobcc, 1990 to 
30 November, 1 990 

• 

Interest Amount per 
£5,000 Note due 
30 November, 1990; £57 JJ6 

♦ 

Interest Amount per 
£50,000 Note due 
30 November, 1990: £5 78^3 

♦ 

Agent Bank 
Baring Brothers & Co, Limited 


Holmes Protection 

warned 


By Andrew Hill 

AN OUTGOING director of 
Holmes Protection Group yes- 
terday warned shareholders at 
the New York-based security 
company's annual meeting of 
tbe dire consequences for the 
group if certain disposals did 
not go ahead. 

Shareholders backed the 
board's decision to limit itself 
to six directors, in effect reject- 
ing a proposal to re-elect Mr 
Eric Kohn. a non -executive 
director who has been a thorn 
in the side of the group’s two 
chief executives, Mr David 
James and Mr John Flack. 

They are pushing through a 
programme of disposals in an 
attempt to meet a January 2 
deadline for the repayment of 
$27m of debt The group hopes 
to sell some of its New Jersey 
assets for between $21m and 
$23m (£11 .8m), subject to share- 
holder approval and a 30-day 
investigation by Alert Systems, 
the potential buyer. 

But following the formal 
business of the meeting Mr 
Kohn warned: "Shareholders 
must be aware that if the sale 
process doesn't go through we 
will be in default on our loans. 
It’s also diffi cult to see how 
other loan commitments will 
be met" 

Mr Tom Mayer, Holmes’ new 
chairman, said he believed 
shareholders were already con- 
scious of the pressures on the 
company. Its share price has 
fallen from 138p in April 1988. 
hit by a combination of poor 
trading and damaging board- 
room departures, to yester- 
day’s closing price of 8p, down 
lp. 

Shareholders supported the 
official board nominations, 
electing the five directors 
named in Holmes* circular, 
including Mr Robert Mansfield, 



Tom Mayen holders conscious 
of pressures 

the managing director of Wor- 
mald International. 

Wormald, an Australian fibre 
protection company, is Holmes' 
largest shareholder with a 
stake of nearly 15 per cent. Tbe 
Australian group also proposed 
Mr Kohn and Ms Barbara 
Thomas as additional board- 
members, but shareholders 
rejected a motion to increase 
the board to eight directors. 

Mr Kohn’s suggestion that 
Holmes should appoint a new 
auditor was also rejected. He 
said he had no complaints 
about Peat Marwick Main, 
which has been Holmes’ audi- 
tor throughout the turbulent 
last two years, but argued the 
group should make a fresh 
start 

Holmes hopes to have signed 
a definitive sale agreement for 
the New Jersey assets by 
November 26. 


UK ECONOMIC IWPBCATOBS 

ECONOMIC ACTIVITY- Indicas of Industrial production, manufacturing output 
(1985=100): engineering orders (E Nllkm); retail sales volume (1985= I00);retail 
sales value (1885- I00);ragbtared unemployment (excluding school leavers) and 
unfilled vacancies (0008) . All seasonally adjusted except retail sales value. 
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OUTPUT- By mortal sector, canaia) 


- goods. 


Mfnwni goods. Intarmadiota goods (materials 


and feete); engineering output, metal manufacture. UMfles. Mather and doming (1885-1001; 
housing starts (0003. monlMy overage). 
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EXTEfUUL TRADE- Indices of export and Imparl vofenw (1889-100}; visible balance (Cm); 
current balance (Cm); oil balance (Cm); terms of trade (1088=100); otUdal reserves. 
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FHUMCML-Monay supply MO, M2 and M4 (annual percentage chanaekbanlc 
sterling lending to private sector; building societies' net Inflow, consumer credrtt 
all seasonally adjusted. Clearing Bank base rata (end period). 
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Polly Peck administrator 
says raid was ‘disruptive’ 


UK COMPANY NEWS 


Divergence of structure for the convergence of markets 

David Lascelles on how Barclays has been forced to divide in two to maintain headway 


By Davfd Ba retard and Clay Harris 

the ADMINISTRATORS of 
PoUy Peck International yes- 
terday returned to *h«»ir task of 
sorting out the company's 
affairs after what one of them 
described as the Serious Fraud 
Office s “disruptive” search of 
its headquarters on Tuesday 
Meanwhile, Mr Asil Nadir. 

Polly peck's chairman, this 
morning will renew his effort 
“ the High Court to force the 
SFO to disclose the basis of its 
Investigations into his affairs. 

Mr Nadir was not at the 
headquarters on Tuesday when 
police and accountants 
attached to the SFO mounted 

an all-day search of the prem- 

Kes. One executive described Asil Na 
the search erf all briefcases and a 

handbags as "humiliating:* 

Mr Richard Stone, one of assess 
three administrators appointed Polly F 
last week, flew to Istanbul yes- Turkey 
terday. Coopers & Ly brand Stones: 
Deloitte. Mr Stone’s accocn- had be* 
fancy firm, said last night his An £ 
Plans were still uncertain, but Turkist 
he was expected to stay for ber 22 
only two days in Istanbul. subside 
Mr Stone belonged to the inginfc 
team of independent investiga- outs id ei 
tors from Coopers which vis- request 
ited Turkey and Cyprus a week orange 
ago to examine Polly Peck’s busines 
subsidiaries. harmed 

The investigators ran into roundir 
difficulties when they tried to Mr £ 



Asil Nadir: seeking to discover 
basis of investigation 

assess the trading position of 
Polly Peck’s fruit business in 
Turkey and Cyprus, though Mr 
Stone said afterwards that they 
had been courteously received. 

An injunction issued by a 
Turkish Cypriot court on Octo- 
ber 22 prevents Polly Peck’s 
subsidiaries from communicat- 
ing information of any kind to 
outsiders. It was issued at the 
request of a group of Cypriot 
orange farmers who say their 
business interests are being 
harmed by the controversy sur- 
rounding Polly Peck. 

Mr Stone is expected to 


inform the Turkish authorities 
erf the legal changes affecting 
Polly Peck and its subsidiaries 
and make a preliminary assess- 
ment of the situation, includ- 
ing the degree to which the 
group's subsidiaries will 
co-operate with the administra- 
tors. 

If large amounts of funds can 
be unlocked from the fruit 
exporting subsidiaries in Tur- 
key and northern Cyprus, it 
win be a departure from past 
practice. 

"Polly Peck’s fruit exporting 
ventures in Turkey are not 
used to remitting cash directly 
to London as dividends or for 
repayment of Interest on inter- 
company loans,” one London 
business source said yesterday. 

Mr Michael Jordan, another 
administrator, told BBC radio 
that he had “no idea what 
motivated" the SFO to make 
the raid on Tuesday. He added: 
"We were not pleased, because 
it was a totally disruptive day 
for us and we have an awful 
lot of work to get on with.” 

He also described Polly 
Peck’s assets around the world 
as “very, very considerable ” It 
was the administrators’ inten- 
tion to try to “achieve the sur- 
vival of the whole of the group 
or a major part erf the group as 
a going concern.'* 


Nominee lifts W Greenbank stake 


By Andrew Hill 


AUBIN, a Jersey-based 
nominee company, has 
increased its stake, in Walker 
Greenbank, the wallcoverings 
group, to 22.6 per cent and 
named its backers. 

Mr Charles Wightman, 
Walker’s chief executive, said 
the group had not ruled out 
the possibility that the state 
might be hostile. 


Walker had conglomerate 
ambitions until laid low by an 
ill-judged purchase. It has just 
completed a disposal pro- 
gramme and plans to expand. 

Mr Sigurd Rein ton, an Aubin 
investor and adviser, said yes- 
terday: 1 don’t think we are a 
hostile shareholder. What we 
saw h ere was a group which 
had (alien by the wayside and 


Food Industries dips to I£2.7m 


Food Industries, the 
Dublin-based company with 
subsidiaries involved in the 
assembly and handling of a 
wide variety of grain crops, 
malt and preserves, reported a 
fell from l£4.05m to I£2.68m 
(£2-4m) in pre-tax profits for 
the six mouths to June 30. 

Earnings per share 


amo u nted to &9p < 9 - 81 p) far the 
Maintained 1.6p interim divi- 
dend. 

Turnover was I£63.16m 
0£S8J2Sm). Interest charges 
doubled to I£L07m (B539.000). 
There was an extraordinary 
debit of I£905,000 reflecting the 
proposed uniting of the major 
dairy co-ops in the north-east. 


was returning to being a good 
business. We then became 
alarmed whan Walker started 
to sell off businesses, we 
thought, a Utile too quickly" 

Mr Reinton said Anbin 
“might or might not” get in 
touch with Walker manage- 
ment, and the group had “nfis- 
constmed” the situation if it 
thought Aubin wanted seats on 
the board. Walker’s shares 
closed 2p lower at 56p. 

Mr Reintan said: “Aubin is 
not a stalking horse for any- 
body.” Investors connected 
with Aubin include: Mr Monty 
Freedman, a founder of the 
Wllcomatic car-wash business 
Walter bought in 1987 «nd has 
since sold; FAI Overseas 
Investments; the family erf Sir 
Cecil Burney; the family of 
Baron de la Vallde Poussin; 
and S apdi In ternational Baq k 


F Om YEARS after Big 
Bang, the City of Lon- 
don is still wrestling 
with the changes brought 
about by that historic event. 
The group restructuring 

which Barclays announced yes- 
terday can be traced directly 
back to the abolition of tradi- 
tional demarcation lines 
between different types of 
finance which occurred In 1986. 

Barclays, In common with 
most other banka, bought 
stockbroking and jobbing firms 
and welded them Into a new 
investment bank, Barclays de 
Zoete Wedd, which combined 
securities activities with mer- 
chant h .1 wiring. 

But the cultures of commer- 
cial and Investment banking 
are vastly different - the one 
conventional and measured, 
the other glamorous but risky. 
And the dearer® have found it 
very difficult to manage the 
two without smothering the 
entrepreneurial ethos of invest- 
ment banking. 

One of them, Lloyds, gave up 
very quickly. Midland beat a 
partial retreat. NatWest’s 
investment banking arm. 
County, plunged it into the 
trauma of the Blue Arrow 
share-rigging scandal. 

Only Barclays seemed to be 
making headway, but as yes- 
terday’s moves showed, some 
refinement was even necessary 
there. 

“The trick Is to make com- 
mercial and investment bank- 
ing woric in the same group," 
said Sir Martin Jacomb, Bar- 
days' deputy chairman . 

The approach Barclays has 
taken is to identify the two 
main ethoses in the group, 
commercial and investment 
hanking , and build new divi- 
sions round them. 

The first will tncfr nfe afl the 
traditional clearing banking 
activities, such as high-street 
banking and corpor a te lending, 
where little will change. The 
second will bring together 


Correction 

Turriff Corp 

Turriff Corp has closed its 
information and marketing 
division, but has not dosed its 
Rp.rimfln information and mar- 
keting subsidiaries as we 
reported on October 18. Bell- 
man Data has been sold to its 
management; Bellman Com- 
puting and Bellman Direct 
remain part of the Turriff 
group. 





How on earth is Wedgwood 
doing in China? 
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BZW, until now an autono- 
mous subsidiary, and Barclays’ 
treasury department which 
handles all Barclays’ consider- 
able dealings in the money 
markets and is one of the larg- 
est players in the London for- 
eign exchange market. 

The second group, to be 
known as Markets and Invest- 
ment Banking Division (MZB), 
is the major innovation. It is 
here that the investment bank- 
ing culture will be concen- 
trated. Sir Martin, who is also 
chairman of BZW and a mer- 
chant banker by origin, will 
become executive chairman of 
mir, emphasising its distinct- 
ness from the clearing bank 
ethos. 

In choosing ethos as the 
guiding principle, Barclays is 
deliberately foregoing other 
distinctions which banks have 
used to manag e complex busi- 


nesses - such as geography, 
product line or function. And it 
contrasts with the approach of 
other clearers. 

NatWest, for example, has 
preserved County as a separate 
Investment bank, providing 
merchant hanking ami equity- 
related securities services. But 
it has removed all debt and 
money market activities and 
combined them with the group 
treasury. 

This creates a distinction 
between equity-based and 
other types of finance, for the 
sate of a more tightly organ- 
ised treasury division which 
can serve all parts of the 
group. 

Mr Martin Owen, group trea- 
surer, yesterday described it as 
“a bridge” between the invest- 
ment banking and commercial 
hanking cultures within Nat- 
West. But following Blue 


Arrow, NatWest has tightened 
the reins of control over 
County and this may have 
diluted its culture. 

Midland hag taken another 
approach. Three years ago, it 
created Midland Montagu, its 
investment banking division, 
in which it put its treasury and 
securities operations as well as 
conventional banking services 
for large corporate customers. 
The rationale is that these cus- 
tomers need the most sophisti- 
cated services, and Midland 
Montagu can supply them - 
and any other customers who 
need them - all from under one 
root 

But Midland’s structure dis- 
played a flaw last year when 
its treasury became rather too 
entrepreneurial and took a 
major gamble on interest rates 
which faded. 

Barclays hopes to avoid this 


problem by creating a separate 
group to look after the balance 
sheet, the Finance Division. 
This will be independent of 
both the banking division and 
MB, and will be responsible 
for prudently managing the 
group’s resources. Since last 
year’s losses. Midland has also 
tightened control of the bal- 
ance sheet 

The varied approaches taken 
by the leading clearing banks 
suggests that there is still no 
clear-cut legacy from Big Bang, 
though Barclays was claiming' 
yesterday that its structure, 
put together with the help of 

Me Kinsey, the management 
consultants, is the most 
advanced. 

The experience of the clear- 
ers has a wider relevance. Jap- 
anese and US banks, for exam- 
ple, are watching closely 
because the prospect of deregu- 
lation in their own countries 
means that commercial and 
investment banking will soon 
be converging there too. 

Some people may see in Bar- 
days' move a step towards the 
universal banking structures 
of continental Europe where 
commercial and investment 
banking are closely inter- 
twined in single banking 
groups. This trend could be 
encouraged by the emergence 
of a single EC market with 
common banking regulations 
in all member states. 

But Sir John Quinton, Bar- 
clays’ chairman, challenged 
this assumption yesterday. 
There was no question of min- 
gling the two ethoses, he said, 
because they could only work 
effectively if they were sepa- 
rate. Indeed, he expected to see 
some continental banks 
become less universal. Deut- 
sche Bank, he predicted, would 
have to ensure that its newly 
acquired London merchant 
bank, Morgan Grenfell, pre- 
served its autonomy if it was 
to succeed. 

See Lex 


Hong Kong group underwrites Vivat issue 


By Clare Pearson 

WING TAI, the Hong 
Kong-listed garment manu- 
facturer, is expanding its 
investments in the UK cloth- 
ing sector by underwriting 
a rights issue at Vivat 
Holdings, the Lee Cooper 
jeans and casual wear distrib- 
utor. 

Yesterday it took a 6.7 per 
cent stake in the company. 
Its holding will rise to a mini- 
mum of 24.5 per cent and a 
maximum of 29.9 per cent of 
the enlarged share capital 
following completion of the 
one-for-three £7. 3m rights 
Issue. 

For the 2.76m shares 
bought yesterday, Whig Tai 
paid the rights issue price of 
55p each. The shares dosed 
Up up at 49p. 

The once-ailing Vivat also 
announced pre-tax profits of 
£1.03m, compared with a loss 
of £134m, for the half-year to 
end-June. 

The rights issue proceeds 
are to be used to reduce bor- 
rowings. 


Dutch group 
sells 9.7% 
stake in Clyde 

By Richard Gourfay 

DSM Energie, a Dutch-based 
chemicals company, yesterday 
sold its 9.7 per cent stake in 
Clyde Petroleum, the Indepen- 
dent UK oil company. 

The block of shares, worth 
£52m, was placed with a wide 
range of institutions by Hoare 
Govett at 170’Ap, a S per cent 
discount to the market. Clyde’s 
shares closed down 6p at 
J7Sp. 

DSM Energie acquired its 
state in Clyde last December 
in return for two companies 
with gas interests in the Alba 
and gflria fields in the North 
Sea. 

Clyde has long term gas con- 
tracts in the Netherlands and 
is developing gas assets in the 
north sea for the Dutch mar- 
ket 

It is understood there were 
potential conflicts of Interest in 
the Netherlands between DSM 
Ensgifi and Clyde. 


Gresham House 
assets fall 

Gresham House, an investment 
trust, reported net asset value 
erf 696p at June 30, against 737p 
at the beginning of the year. 

Earnings per share for the 
six months were 3.9p (5.6 p). 
The interim dividend Is main- 
tained at 3p. 


^ Weekly iht asset 
^ ■ i value 

Tokyo Pacific Holdings 
(Seaboard) NY 
as at SPlO was USS 175.91 
LbrvJ on thv Amsterdam 
Snick Exchange 
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PnTM>n. I k-UlniH-Ac IVtmw NV. 
RuLiii lot * KK Ani-itrJ.nn. 

Ti-I. * if-.V-i ’IIP* 


Wing Tai has a strategy of 
building branded distribution 
channels in the UK and on 
the Continent. 

Its investment in Vivat 
conies three months after it 
acquired a near-30 per cent 
holding in Campari Interna- 
tional, tiie British wholesaler 
and distributor of leisure and 
sportswear. 

The Vivat stake will be 
held via Potter Enterprises. 
Potter Is a subsidiary of 
United Success International, 
part of Wing Tai’s group 
which was formed following 
its £27.5xn takeover last year 
of a Hong Kong garment pro- 
ducer formerly owned by 
Polly Peck International, the 
UK company which has 
recently gone into adminis- 
tration. 

Mr Mjcheal Cooper, Vivat , 
chairman, said the interim 
results provided “the first i 
positive return for the consid- 
erable effort expended in the 
restructuring of the group.” 

Turnover was 256.15m 


(£54-35m). Pre-interest profits 
were £3.07m (£160,000). Earn- 
ings per share worked 
through at 2.6p, against a 
loss of 3.4p. 

Vivat said it expected to 
recommend a final dividend 


for the year. 

Mr Christopher Cheng, 
chairman of USI, and Mr 
Christopher Mansell, chief 
executive of Wing Tai 
(Europe) are joining Vi vat’s 
board. 


DIVIDENDS ANNOUNCED 


Date of 


Cones - 
ponding 


payment payment dividend 


Total Total 
for last 
year year 


Bat Bros — — fin 

Bradford Prop Int 

Drayton EngBah int 

Ensign Trust fin 

Fanner _ — fin 

Food Industries int 

Gresham House int 

Maries A Spencer — int 

Heed M int 

St James's Place Int 


ShHoh 

Uebar-WaBcer 
VTRS 


Jnt 3-375? 


Jan 7 
Jan 24 
Nov 27 
Dec 21 
Jan 18 
Jan 11 
Dec 13 
Dec 7 
Dec 10 
Dec 7 


Dividends shown pence per share net except where otherwise stated. 
"Equivalent after allowing for scrip Issue, ton capital increased by 
rights and/or acquisition issues. §USM stock. ☆Carries scrip option, 
{fndudes special of 2-5p-4> Irish currency. 
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NORDDANKEN 

IS PLEASED TO ANNOUNCE TBAT ON 
X NOVEMBER 199» IT IS EXPANDING ITS 
INTERNATIONA!. BANKING NETWORK AND 
OPENING A BRANCH IN THE UNITED KINGDOM 

ONE OF THE LARGEST BANKS IN SWEDEN, 
WITH ASSETS IN EXCESS OF SEK 385 BILLION 
COVER MS BILLION). NORDBANKEN WILL 
PROVIDE A RANGE OF COMMERCIAL BANKING 
AND TREASURY SERVICES FROM OFFICES IN 
THE CITY OF LONDON 

THE NEW BRANCH AND THE GROUPS CONSIDERABLE 
RESOURCES WILL COMPLEMENT THE SERVICES 
PROVIDED BY ITS WHOLLY OWNED MERCHANT 
BANKING SUBSIDIARY IN THE UK, ENGLISH 
TRUST COMPANY LIMITED. 

FOR FURTHER INFORMATION REGARDING 
BANKING SERVICES PROVIDED IN THE UK 
BY NORDBANKEN PLEASE CONTACT 
JAN KVARNSTROM SENIOR VICE PRESIDENT 
AND GENERAL MANAGER 

CARTHUSIAN COURT 
i2 CARTHUSIAN STREET 
LONDON EC1M 6EB 
TELEPHONE; 071-600 314 5 
FACSIMILE: 071-796 1315 


i*f *?55B.B9'|S.K¥eTri»’«T , e»''P'dosoft. tp • p..- n» .* 
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Our diene is a multi site manufacturer of high quality office furniture employing 1000 in the UK. 
The company is currently looking K> strengthen further its level of prafeasknaBan in 
the acco un tancy fidd by die appointment of two senior financial managers. 

Both poationswifl report direcdyOD die Finance Director 2nd will give the opportunity to contribute 
directly to die future growth and success of the business. 


Plant Controller 

Kent c£30k + Car 

A young, ambitious accountant (ACA, ACMA, 
ACCA), is sought to take full accounting 
responsibility for a manufacturing operation. 
Responsibilities will indude: 

~ reporting of high quality financial information 

- preparation of budgets and budgetary control 

- management of the accounts department 

- systems development and enhancement of M.LS. 


Credit Control Manager 

S. Midlands £25-30k + Car 

The successful candidate wfil be responsible for die 
monitoring of standard financial ateia for dealer 
selection. 

Close liaison with the sales department will be 
necessary and the position will require: 

- previous senior level experience of credit control 

- strong people management skills 

- previous experience of working with dealerships 
Relevant accountancy qualifications are desirable but 
strong credit management experience is essential. 


Interested ranHirfah- s should rpply m fan Igech ACMA, 29 St Augusrincfl farade, Bristol RSI 4UL. 



Michael Page Finance 

kmradaral ftsaumnenr Cartful tarns 
loo Bristol Windsor Sr Afems Lcufaeriwad Birmingham Noctingi 
Manchester Leeds Newcastle-upon-Tyae Glargow & Worldwide 


Financial Controller 


Bedfordshire 


to £30,000 plus car 
and large company benefits 


This new position unusually combines the independence and commercial involvement 
found in a small company with the sophistication and career opportunities available in a 
large group. In a real sense, therefore, it does provide the best of both worlds. Our clients 
are a self-contained, developing organisation within a specialist leisure company which is 
in turn part of one of the country’s leading leisure-oriented groups. This part of the 
organisation represents a new direction, developing different products for new markets 
and is targeted to become rapidly a significant profit generator. They are now on the 
threshold of a period of substantial growth. A Financial Controller, responsible to the 
Chief Executive but with a strong functional reporting line to the Financial Director of 
the parent company and supported by a small team, is therefore to be appointed to assist 
in the controlled management of this expansion. The key role will be the development of 
effective planning procedures and financial controls but, as an important member of the 
management team, a contribution to commercial decisions will also be expected. 
Applicants should be qualified, aged around 30 and able to demonstrate strong inter- 
personal skills. Career prospects within the company and the greater group are excellent. 
Ret 1717/FT. Send CV (with current salary and daytime telephone number) or write or 
'phone for an application form to R A Phillips AOS, FCH 2-5 Old Bond Street, London 
W1X 3TB. Tel: 071-493 0156 (24 hours). 


Selection Consultants 


GROUP FINANCIAL 
CONTROLLER 


ExcdkatSahiry+ Bans* Benefits* Car 


Huntingdon 


My client's significant growth and 
acc el er a tion into a markrt leading 
position is the result of a planned 
reinvestment programme. 

An ideal opportunity has arisen for 
a dynamic and ambitious accou nt a nt 
with clear ideas and an analytical 
approach. 

Reporting to the Financial Director; 
you will take full responsibility for all 
aspects of financial control and 
monitoring of 4 Manufacturing 
Divisions. This will in c lude taxation 
reporting hanking and treasury 
functions as well as improving the 
company's financial systems. 

Candidates with recognised 
accounting qualifications 


must have experience of completing 
statutory company accounts, budget 
preparation, forward projections and 
variance analysis. Excellent interpersonal 
skills with effective man-management 
experience are essential 

The company offers excellent 
negotiable salary, company bonus scheme; 
fully expensed car, pension and health 
scheme. Generous relocation package 
available in appropriate cases. 

Interested applicants should apply in 
writing enclosing full C.V. (please quote 
present salary) to Ktdbir Singh ; PER 
Scorch & Selection, 8 St Barnabas Rood, 

E __ Cambridge CB1 2BY. 

U Telephone (0223) 354447. 
Quoting ref: GFC/FT. 


SEARCH A SELECTION 


Financial Director 


Engineering Group 
South Africa 




Part of a British multi-national engineering grouj^^^P V^frica n 
operations consist of 6 companies, wit W-Sj 
approximately £30m. Based in Jo'burg, theS/^V ^^Bctor will be a 
member of the head office managsrlcj^ with full 
responsibility for the financial and IT tasks will include 

evaluation and negotiation tax planning, 

treasury management, financial ^^restructuring. Candidates 

must be graduate charj^ JCy* (CA or CMA), 

probably in their late 30s, »th management and financial 

accounting experiflF^v® ^^ygained in a manufacturing 
environment. This dSro\e requiring someone with strong 

commercial first class accounting skills. Base 

salary indicator isj yr bP ^^us normal executive benefits. 3 year contract; 

guaranfo^jJk^^Sotential for group career opportunities. 

Please repl ir«C ** with full career details to Peg Eva. as adviser 
y _ v Q * ’yjrany at Selection Thomson Ltd., 24-25 New 
Bond Sr >ran W1Y 9HD or 14 Sandyford Place, Glasgow G3 7NBl 


African 


tractor will be a 
with full 




Selection Thomson 

London and Glasgow 



FINANCIAL CONTROLLER 

W11 £18,000 to £21,000 

Qualified Accountant with 
minimum three years 
commercial experience to run 
accounts for music and video 
pic. This "hands on" role 
requires knowledge of ail 
aspects of commercial 
accounting procedures and 
computer skills. The ability to 
work under pressure 
is an asset. 


Send C.V. to the Directors; 

THE FLYING MUSIC GROUP pic 
FM House, 110 Clarendon Road, 
London W11 2HR. 

Tel: 071-221 7799. Fax: 071-221 5016. 


9 1 a 


FINANCE MANAGER 

WEST YORKSHIRE 
c£32K + Car + Benefits 

PowerGen Is one ol the three main Generating Companies created tom the CEGB 2 s part ol the Governments’ 
pans tor the pivatisation of the UK^ Electricity Supply Industry. 

PowaGenfc tumwer last year amounted lo £2.6 biion, to which Ferrybridge C made a significant contrixfiicn. 
This hay new posffion wf be raspons&b cfirectly to the Station Manager for at francs actwiies at the Power Station 
foandd adA» wi Icrm the foundation oJ afi commerce! decscre mads by frie management lean aid 
you wi develop the stator* business systems aid management reporting to maet the more competitive and 
con modal enviunment h which it now operates. 

The stafon ari» to teke fuaxfrxin of the canpany^ dwofcjtor pofcy and meve towards a seS 

accounting status. iota wil bate ensure thBRnancaPepartrireit is orgerisad and dBvatoped to ecoc mp fiah this. 

A professional acctxrtingquaSScaSon supported by at least to years serfor harvard management 
accanfingexperfence preferably garied withri a pteroiranmertwl prove ffrpcxteriL&teretokrx^^ 
modem inanctai techniques and parioes is essentia! together with experience of developing conputeised 
managemenl rtwmatlon systems. 

Itou must demonstrate the abiity to oommunicate efecfcrely at al tods and the adeptness to locus aiten&on on 
the stalionk Trafiom Ine’ performance. 

AppBcaBon fonra avaSable horn Miss Kathryn Law; telephone 0977674188 ext 2964, should be 
returned to Mr B Woodward, Station Managei; Ferrybridge *0' Power Station, PO Box 39, Strangtands 
Lane, Knots ngley, West Yorkshire, WFI 8SQ quoting vacancy reference PD/33/90 to arrive no later than 
20 November 1990. 


I 



PtxverGen is committed to equal opportunties. 


GROUP ACCOUNTANT/COMPANY 
SECRETARY 


CRESSEX HOLDINGS LTD. 

HIGH WYCOMBE 

Cresses is a small profitable private Group 
turning over £8 million-*-, employing 140 in its 
two companies, Detexomat - High Wycombe & 
New Design Engineering - Coventry. We 
require a 'hands on' person to manage the 
accounting and financial aspects of both 
companies including producing monthly 
figures and maintaining the tight controls 
already in existence. In addition, the job 
includes the Company Secretarial role. 


The group is looking to grow and the 
opportunity exists for the right person to play 
a major part in its development. We require a 
computer-literate qualified accountant with 
experience in manufacturing industry. He or 
she must be willing to do the basic hands-on 
number crunching as well as provide 
strategic financial advice to the Board. 
Prospect of 

directorship in due course. 

Age probably 27-35 


£30k (neg). 

Bonus (to 50%) 

Car - 2 litre 
Medical Cover 
Life Assurance etc. 


Please write with full 
C.V. to 
DAS. Davis, 
M a n ag i ng Director, 
Cressex Holdings Ltd., 
Lancaster Road, 

High Wycombe, 

Bucks. HP12 3TB. 
Fax: 0494-2186 6 


ressex 

foldings 


This advertisement was placed in 
the Financial Times 
on 12 July 1990. 

It received 43 replies 
4 shortlisted 
Candidate placed 

Peg Eva from Selection Thomson said 
she had received 

"Very good response - As expected" 



By Leo Herzel 

THE takeover market has 
suffered some severe blows 
recently. Its supporting eco- 
nomic theories have been los- 
ing intellectual status and 
political support; and takeover 
activity in the US has declined 
sharply. 

There are many reasons for 
this loss of intellectual status 
and political support: the 
insider trading scandals; the 
demise of Drexel Burnham 
Lambert and with it, the junk 
bond market; the poor perfor- 
mance of US manufacturing 
industries in international 
competition; and the closely 
related concern about short- 
tennism versus long run out- 
looks in US companies. 

Yet it is generally agreed 
that in the US, fear of takeover 
is an important (although 
highly capricious) discipline on 
the self-interested behaviour of 
managements. Who or what 
can take the place of the take- 
over market? Is it likely to be 
institutional investors as some 
have suggested? 

Colourful statements that 
institutions are replacing the 
takeover market do appear in 
the financial press: On 30 July 
this year for example Fortune 
magazine carried the following: 
“Don’t relax, managers of 
America. J unk bond raiders 
may be less menacing than in 
the eighties, but marching 
right behind them are far 
mightier challengers for corpo- 
rate control: the vast institu- 
tions that own $1 t rillio n - 
you heard that number right - 
erf your equity.” 

But these articles are using 
the word “control” casually. 
They foil to cite a single exam- 
ple of an institution or group 
of institutions taking control of 
a public company. The exam- 
ples used generally involve 
such matters as non-binding 
shareholder proposals against 
poison pills or in favour of con- 
fidential proxy voting. 

Usually these proposals have 
not been adopted by boards of 
directors even when they were 
supported by a majority share- 
holder vote. Other examples 
given in these articles are 
instances of (quite limited) 
support for proxy fights spear- 
headed by takeover entrepre- 
neurs such as Mr Harold Sim- 
mons of the Belzberg family. 

In the US, institutional 
investors are discouraged 
(sometimes specifically prohib- 
ited) by the legal system from 
exercising control over portfo- 
lio companies. 

Banks and bank holding 
companies are subject to spe- 
cific prohibitions on owning 
stock. Mutual funds and insur- 
ance companies are subject to 
similar, although less strin- 
gent, statutory restrictions on 
stock ownership. Pension 
funds are subject to prudence 
and portfolio diversification 
requirements by the federal 
ERISA statute. 

Even more important exer- 
cise of control by an institution 
would subject it to insider trad- 
ing restrictions and class 
actions and derivative suits by 
shareholders of controlled port- 
folio companies in search of a 
deep pocket when things fall 
apart 

Nor, if things go badly, is 
legal action by the Institution's 
own shareholders an unlikely 
possibility. In bankruptcy or 
reorganisation proceedings for 
a controlled company, any debt 
held by an institution in the 
company would probably be 
subordinated to debt held by 
other creditors. Even commu- 
nication among institutional 
shareholders to influence their 
voting or portfolio company 
shares is impeded by the Secu- 
rities and Exchange Commis- 
sion’s proxy regulations. 

Although some improve- 
ments could be made quickly 
(for example, in the SEC's 
proxy regulations), most of 
these restrictions reflect deeply 
embedded characteristics of US 
law that are not likely to 



change drastically. 

In short, it seems unlikely 
that US institutions can take 
the place of the takeover mar- 
ket. They probably will con- 
tinue to tender shares and, to a 
lesser extent, vote against 
manag ement in the pursuit of 
sharply defined short-term 
gains. But the leadership to 
provide these gains will have 
to come from elsewhere. For 
the past 25 years or so, the 
entrepreneurs of the takeover 
boom provided that l ead e rship , 
good or bad. 

Besides the matter of 
whether institutions In the US 
can exercise control, there is 
another highly important 
unanswered question: how do 
we know whether control by 
institutional investors would 
be an improvement over the 
present management-domi- 
nated system of corporate con- 
trol? 

It appears that when it 
comes to the issue of control 
by institutional Investors, 
financial journalists, lawyers 
and economists - who are nor- 
mally sceptical about the many 
manifestations of incompe- 
tence and conflict of interest in 
management dominated com- 
panies, particularly takeover 
targets - believe in miracles. 

But how can we be sure that 
institutional investors can 
solve their own management 
problems? Japan and Germany 
are commonly used as exam- 
ples of big successes that the 
US (and UK) might emulate in 
this regard. In Japan and Gar- 
many, the large banks can and 
do own stock and exercise con- 
trol over companies. Both 
countries have achieved a high 
degree of success in interna- 
tional markets. 

None the less, are we sure 
that they have solved their 
management problems? H so, 
do we know how they do it and 
for how long their success will 
continue? Common sense coun- 
sels caution here. Institutions 
have their own problems of 
incompetence and conflict of 
interest. Bureaucracy is a very 
old. Insidious example. Fur- 
thermore, there are constitu- 
ency pressures on institutions: 
political, social and religious 
goals that are quite unrelated 
to, and often inconsistent with, 
optimum economic perfor- 
mance. 

In Britain, a pending suit 
brought by the Bishop of 
Oxford against the Church 
Commissioners of the Church 
of England provides a fascinat- 
ing Illustration of this issue. 
The purpose of the Bishop's 
suit is to require the Church 
Commissioners to invest the 
large Church portfolio more 
closely In accordance with the 
moral and religious beliefs of 
the Church. 

We have very little know- 
ledge of how and to what 
extent these problems are con- 
trolled in Japan and Germany. 
Maybe the US system is work- 
ing tremendously well under 
our circumstances and if we 
try to substitute systems like 
the Japanese or German, we 
might do much worse. At the 
moment, there is no way to be 
sure. Before becoming support- 
ers of an institutional control 
solution to the problems of cor- 
porate governance, we should 
be more certain about the 
answers to these key ques- 
tions. 

One final consolation and 
caution about comparisons 
with other countries: free mar- 
kets are robust. In free mar- 
kets, even quite bad legal rules 
sometimes can produce reason- 
ably good results. But not 
always: the savings and loan 
industry disaster in the US is a 
potent counter example. 

The author is a partner in the 
Chicago office of Mayer. Brown 
& Platt, and co-author of Bid- 
den and Targets - Mergers 
and Acquisitions in the US, 
published by Blackwell in Sep- 
tember. 


ENERGY CONSERVATION 

The Financial Times proposes to publish this 

survey on: 

22 NOVEMBER 1990 

For a full editorial synopsis and advertisement 
details, please contact: 

Ian Ely- Corbett 
on 071-873 3389 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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A cheap, 

cheerful 

house 

^J^P P ^ 8WCATED hOT8 « 

miisuaUy viewed as a hang- 

But rh 0 ** tbe - post ' w:ar years. 
«r,ft\ hoosu « shortages in 
2 * UK have persuaded a Lon. 
aon-based company to design 
steel-framed houses which can 

* X V? ec ^ d easU V site. 

The homes, developed in 
conjunction with Loughbor- 
ough University, can provide 
housing for a family or four - 
albeit with limited space - for 
J«s than £20,000. Included In 
the once is a fully. fitted 
Jotchen and bathroom, furni- 
ture, a television set and even 
a door mat Single and doable 
□nits are also available. 

The company. Oaklodge. 
believes its supportive housing 
units (SHUs) will find an 
immediate market with local 
authorities, particularly those 
which have spare land where 
the housing could be sited - 
temporarily or permanently. 

Oaklodge ch airm an James 
Wright says the SHUs could be 
fixed permanently to the 
ground to make them suitable 
for the private housing mar- 
ket, “They can be purchased 
for mortgage repayments of 
under £50 a week,” he says. 

They could also be used as 
granny annexes, student hos- 
tels or holiday accommoda- 
tion. Oaklodge is ai«n plan- 
ning to develop “fiat-pack 1 * 
homes as a rapid replacement 
for tents in disaster areas, and 
also developing a multi-storey 
“stackable" version for 
restricted sites. 

In spite of the badly-built 
image of most prefabricated 
buildings. Wright points out 
that his have been specially 
designed to conform to the lat- 
est British building regula- 
tions introduced in April this 
year. 

Much has been done to 
them aesthetically pleasing. 
They have a sloped slate roof, 
a coloured steel frame and 
walls made of the type of clad- 
ding now being used to 
smarten up many council 
tower blocks built In tbe 
1960 b. 

If the houses prove popular 
they could also benefit the ail- 
ing shipping industry - Swan 
Hunter Shipbuilders on Tyne- 
side and the Yarrow yards in 
Glasgow are alrea dy building 
file prototype SHUs. 

Della Bradshaw 


TECHNOLOGY 


I n recent years new mate- 
rials have led an attack 
on the dominance of met- 
als, but the strength, 
price and recyclability of steel, 
the most widely used metal, 
are earning it a rising share in 
several markets. Recognising 
this renaissance, alternative 
materials are launching a 
counter-attack to prove their 
superiority over this veteran 
workhorse. 

Steel's successes include con- 
struction, drinks and tbe auto- 
motive Industry. The metal baa 
adapted to changing require- 
ments from traditional users to 
m aint ai n sales in the face of a 
challenge from, alternative 
materials. 

These include lightweight 
composites that have made 
inroads into markets for met- 
als. Composites offer high 
strength, low weight and corro- 
sion resistance. 

In aerospace, for example 
they are winning an increasing 
market share. The profit 
achieved from the conversion 
of simple raw material, such as 
aluminium, into a complex and 
high-value structure enables 
tbe industry to absorb costly 
research. Carbon fibre is even 
more effective. 

Glass fibre reinforced plas- 
tics are competing for a bigger 
share of the automotive and 
general engineering markets. 
Lotus has shows that sports 
car bodies can be strong, light 
and safe in reinforced plastic. 

Aluminium is also making a 
stronger posh, despite its hi gh 
cost While it is half the weight 
of steel, tbe traditional mate- 
rial for car bodies, zt is four 
times the price. Nevertheless, 
Alcoa, the world's biggest alu- 
minium company, has 
launched a $250m (£l27m) alu- 
minium intensive vehicle proj- 
ect and will set up a plant In 
Europe to make parts for car 
makers. Alcoa has addressed 
the cost problem by cutting the 
number of parts by half from 
those needed for a steel body 
and by wring extnudaus and 
castings. 

The inertia of most car mak- 
ers to move away from steel 
has been sustained because 
steel can be so easily and effec- 
tively treated with corrosion 
resistant coatings. Coatings 
can enhance the properties of 
steel in other ways too, 
improving its resistance to 
noise and to scratching and 
dripping by small stones. 

Coatings for steel include 
zinc and organic materials, 
such as plastics with applica- 
tions in the automotive, domes- 
tic appliance, engineering and 
construction sectors. 

Terry Goodwin, the principal 
research nflw hi tha c o a te d 


A veteran 
workhorse 
keeps pace 

Lynton McLain examines efforts 
by the steel industry to fight off 
competition from new materials 


products technology depart- 
ment at British Steel's labora- 
tories in Port Talbot. Wales, 
says increasing use of coated 
steels hqs come from sophisti- 
cated applications, such as sat- 
ellite dishes exposed to the 
weather. 

Zinc-coated steel received Its 
boost in the car industry. A US 
requirement for higher safety 
and quality standards and 
competition from Japan, where 
cars are protected by zinc 
coated steel, spurred greater 
use of this galvanised steel. 
British Steel says "the move 
from plain mild steel for car 
bodies to zinc coated steel is 
the biggest change in the car 
market over tbe past decade." 

British Steel has invested 
£L50m at Shotton, C3wyd in the 
first plant in Europe able to 
coat lm tonnes of steel a year, 
in anticipation of demand for 
coated steel in domestic appli- 
ances, cars and construction. 
Steel for the underbodies of 
care is coated by di p pin g the 
metal in molten zinc. To meet 
demand, British Steel is build- 
ing a new plant at Ltanwem, 
South Wales. 

Similar developments are 
under way elsewhere in 
Europe. Usinor Sacilor of 
France and Thyssen of Ger- 
many have built plant to coat 
steel with sine as corrosion 
resistance becomes a selling 
point for car makers. Audi, as 
well as its aluminium project, 
is working towards a 100 per 
cent zinc steel car. 

In Japan, Kobe Steel, the 
smallest of the country's big 
five steelmakers, has invested 
in new capacity to galvanise 
steel, with a Y16bn investment 
to meet demand for coated 
steel from tbe car industry. 

The rapid deployment of 
information technology 
systems created a surprising 
new market for zinc-coated 
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steeL Purpose-built offices with 
screen-based computers have 
raised floors for computer 
wires. The floor is supported 
on coated steel sections. 

In the construction industry, 
steel also seen a renaissance, 
attributed to a one third drop 
in the price of structural steel 
in the UK in real terms in the 
1980s. caused by rising produc- 
tivity from new plant for con- 
tinuous casting of steeL for 
example, on Teesaide. Tbe 
price of concrete products in 
the UK stayed broadly In line 
with inflation over the same 
period. 

In the quarter century before 
1980, only five major steel 
framed buildings were con- 
structed in London. Since 1980, 
more than 50 buildings in Lon- 
don have been constructed 
using steeL 

"Before 1980, the UK had vir- 
tually abandoned the use of 
steel frames because of the 
high cost of fixe protection,” 
according to Robert Latter, the 
marketing manager for struc- 
tural steel at British SteeL 
Teesslde. Steel starts to bend 
at about 650 deg C. It is a fire 
risk unless the bare steel is 
insulated from 
The solution was to encase 
steel in concrete, but new insu- 
lating techniques, involving 
special paints that froth 
bubble when heated to provide 
a barrier to insulate the steeL 
have simplified safety. These 
"intumescent" paints have 
more than trebled to 10 per 
cent their share of the fire pro- 
tection of steel bufidmgs in the 
nine years to 1990. 

The use of mine ral fibre 
insulation has also increased 
threefold, to 30 per cent of the 
market, while concrete encase- 
ment has plummeted from 30 
per cent in 1961 to just 5 per 
cent of buildings this year. 

The market share held by 
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Precast concrete 


Structural steel 


steel rose from about 30 per 
cent in 1980 to more than half 
for all new buildings over one 
storey, and to 59 per cent of 
buildings of six' or more 
storeys. 

After two decades when steel 
was not competing with con- 
crete, steel producers had faced 
"a generation of architects, 
designers and specifiers who 
had come to regard concrete as 
their automatic first choice," 
BS says. A similar problem 
elsewhere in Europe led to the 
creation of the European Steel 
Deafen MnwtHnw programme, 
financed by European steel 
beam producers and tbe Euro- 
pean Commission. 

Another steel success has 
been the development of ultra 
thin steel sheet, which reduced 
the weight of a soft drinks can 
from 50.5 grams in 1968 to 28.7 

graimi thin year. 

It would not have been possi- 
ble to produce this ultra tfrlw 
sheet 10 years ago, but the 
technology has increased 
steel's share of the market 
from 49 to 59 per cent between 
1964 and 1989. 

However, aluminium has 
fought back and capacity to 


Ready mixed concrete 
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make 2 bn more aluminium 
cans a year came on stream in 
the UK in the year to mid- 
June, pushing steel's share of 
the drinks can market down to 
45 per cent 

Most steel drinks cans are 
matte of three different metals: 
Steel, tin an nltiminimn 
top. The top is lost in the 
melting process. To counter 
this, trials have taken place in 
the Netherlands into an all- 
steel drinks can developed by 
the Dutch steel producer, Hoo- 
govens, in partnership with 
British Steel and Rasselstein of 
Germany, as a rival to steel 

nans with tOpS of al rnnlriinin. 

AMG of Hartlepool shreds steel 

cans with ahimtninm tops, SO 
each metal can be separated 
and recovered. 

The Bavaria Drinks com- 
pany at Lieshont is to make 
all-Steel cans Turing 50m steel 
tops from a pilot plant set up 
by the three steel producers at 
the Rasselstein plant in Ger- 
many. Steel has the largest 
share of the drinks mm» mar- 
ket in the Netherlands and in 
Germany, where producers are 
under pressure to make bum 
that are entirely recyclable. 


Robots with an 
eye on the ball 

A one-eyed robot that elbows were; the "eyes" wo 
overturns conventional be unable to tell the robot l 
wisdom about how to move to pick up the Tori 


A one-eyed robot that 
overturns conventional 
wisdom about how 
machines can ran automated 
factories has been developed at 
Cambridge University. 

The new approach elimi- 
nates the high precision engi- 
neering responsible for the 
costliness of conventional 
robot and vision systems, 
which can be priced at more 
than £130,000. The Cambridge 
engineers claim their robot 
would cost between a fifth and 
a quarter of a conventional 
system. 

David Wolfe, who developed 
the robot and vision system 
with Bob Richards and Sardha 
Wijesoma at the department of 
engineering, says that their 
radical approach "ignored the 
machinery and made a robot 
act a human being". 

The design enabled robot 
"eyes" to see precisely what a 
robot "arm" is doing, right 
down to its "fingertips," some- 
thing that Is difficult with 
other robots. 

Conventional robots can be 
used for picking and placing 
objects automatically. But 
their accuracy depends on 
expensive, precise motors and 
parts, heavy construction and 
a precise knowledge of arm 
lengths and their bending pota- 
tions. This precision Is limited 
by the separation of the robot 
eye, usually a camera, from the 
robot arms and by wear on the 
high precision parts. 

Traditional robot and vision 
systems are like "a blind but 
mobile person, the robot, and a 
sighted but immobile person, 
the camera, which have to 
exchange instructions to han- 
dle a task", says Wolfe. 

The separation of the robot 
from its "eyes" meant that 
each had to be highly accurate. 
Each had to define where it 
was and where this position 
was in relation to the other, 
but cameras and lenses have 
optical distortions. 

Typical applications for the 
systems include selecting choc- 
olates off a conveyor belt for 
placing in a particular slot in a 
tray and pairing components 
for final assembly. But it was 
no good the "eyes" seeing the 
Turkish delight on the choco- 
late production line, for exam- 
ple, but not knowing where it 
saw iL 

This difficulty was com- 
pounded if the “eyes" did not 
know where robot arms and 


elbows were; the "eyes" would 
be unable to tell the ro bot ho w 
to move to pfo k up the Turkish 
delight It might pick up a wal- 
nut crunch by mis ta ke - 

The problem Is even worse rf 
the "eyes" bad difficulty com- 
municating with the robot, 
leading to errors. 

"Imagine two people talking 
to each other. The accuracy of 
interchange depends on how 
good 1 am at telling you some- 
thing and how good you are at 
receiving what I tell yon," 
Wolfe says. 

The new approach elimi- 
nates the problems of the rela- 
tionship between the "eyes” 
and the robot, by giving one of 
these sensors, the “eyes", or 
vision system, dominance over 
the robot. "With our approach, 
we are now looking at the fin- 
gertips, where the robot is, we 
are not concerned about tbe 
position of the robot elbow, as 
other systems are," Wolfe says. 

The vision system and the 
robot are integrated. The 
"eyes” glance repeatedly at 
where the robot arm is moving 
every 20 thousandths of a sec- 
ond. 

Hie camera looks down on 
the robot and chocolates to be 
picked. The Turkish delight is 
identified for the top left slot in 
the chooolata box, not the wal- 
nut crunch which belongs in 
the bottom right slot. 

The "eye" Identifies where 
the robot is and computers cal- 
culate the difference between 
where the robot is and where it 
should be to pick up the Turk- 
ish delight 

The system uses a single 
static camera to oversee the 
workspace and provide the 
information to position the 
robot. This moves until the 
camera sees it is in position; 
tilcB a human arm stretching to 
pick up a glass, the eye 
watches until the arm reaches 
the glass. 

The system uses a direct 
feedback of information from 
the camera to the vision identi- 
fication and location system, 
and the robot tracking system. 
This compensates for errors in 
the equipment and distor- 
tion problems. 

The work was part of a 
research project on advanced 
assembly sponsored by the Sci- 
ence and Engineering Research 
Council, IBM and British Aero- 
space. 

Lynton McLain 
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Britain’s dairy sector may 
face chaos, minister warns 

By Bridget Bloom, Agriculture Correspondent 


BRITAIN’S dairy sector could 
face chaos unless both the 
tenners' marketing boards and 
the processors agree to orderly 
but radical change, Mr John 
Cummer, agriculture minister, 
said yesterday. 

The minister's remarks came 
as dairy companies, repre- 
sented by the Dairy Trade Fed- 
eration, announced their own 
proposals for reform. These 
appear diametrically opposed 
to the plans which the Milk 
Marketing Board for England 
and Wales is now discussing 
with the UK government and 
the European Commission. 

Mr Andrew Dare, DTF presi- 
dent, said at the federation's 
annual lunch in London yester- 
day that the MMB's proposal 
voluntarily to give up its statu- 
tory monopoly to buy and sell 
milk would simply result in 
the creation of a voluntary 
monopoly. 

Instead of the board's pro- 
posal that it became a single 
voluntary co-operative, the 
DTF wanted to see several 
regional co-operatives. The 
MMB would have to divest 


itself of its wholly owned com- 
pany, Dairy Crest, while, after 
a two-year transition, the MMB 
itself could handle no more 
than 25 per cent of the raw 
milk produced by farmers. 

Since the MMB refuses to 
give up Dairy Crest, which has 
about a Quarter of tbe UK 
dairy product market, the DTF 
proposal seems barely to inch 
forward the long-running saga 
over Britain’s milk marketing 
arrangements. As Mr Gummer 
said yesterday, they were 
devised nearly 60 years ago to 
cope with a market situation 
which had now totally 
changed. 

The government has made 
no secret of its wish to see rad- 
ical changes in the cartel-like 
arrangements, under which the 
MMBs buy all milk and sell it 
on to DTF members at agreed 
prices. It has so far baulked at 
imposing a solution. 

Mr Gummer said yesterday 
that governments were not 
good at producing blue prints 
and be was still hopeful that 
the two sides could agree on 
reform. 


The DTP'S proposal was sub- 
mitted to the EC Commission 
ten days ago - and was cere- 
moniously presented to the 
MMB's chairman, Mr Bob 
Steven, at yesterday’s lunch. 

The MMB has not published 
its plans, since it has so far Dot 
been able to get the official 
guarantees it seeks for its vol- 
untary status. Zt would like, for 
example, to retain the right to 
buy some 80 per cent of all 
milk produced, and to tie farm- 
ers in to selling that mUk for at 
least three years. The DTF 
believes that this would be 
contrary to European competi- 
tion law. 

Mr Steven said earlier this 
week that he still hopes to pub- 
lish proposals and present 
them to farmers before Christ- 
mas. If farmers were to vote 
against change, in theory the 
present cartel-like arrange- 
ments could continue, but Mr 
Gummer said yesterday that 
he had no intention of legislat- 
ing for “cosmetic change” in 
the industry- It was simply not 
good enough to “patch up" the 
present scheme. 


Outokumpu to build $300m 
copper smelter in Portugal 

By Kenneth Gooding, Mining Correspondent 


OUTOKUMPU, the state-owned 
Finnish group, has signed a 
preliminary agreement to build 
a US$300m copper smelter in 
southern Portugal. 

If final details are cleared, 
construction would start next 
year and the smelter is sched- 
uled to be operating from 1994. 
It would produce an annual 

200,000 tonnes of anode copper. 

ft will process copper con- 
centrate mainly from the 
Neves-Corvo mine in southern 
Portugal, the biggest of its 
kind in Europe, which was 
brought into production at the 
beginning of last year. 

Neves-Corvo produces an 
annual 135,000 tonnes of copper 


in concentrate. It has 
long-term contracts with sev- 
eral international companies 
but these contain escape 
clauses should a copper 
smelter be built in Portugal. In 
that case Neves-Corvo is 
obliged to supply it with about 
half the mine's output. 

The smelter will create 
direct employment for 400 peo- 
ple, add about $100m a year to 
the value of the Neves-Corvo 
copper and boost Portugal’s 
export earnings. It also might 
lead to construction of a cop- 
per refinery. 

Outokumpu said yesterday it 
will take a majority interest in 
the company being set up for 


the smelter project - Metcob 
(Metaiurgia do Cobra) - and 
will manage the project which 
will use the F innis h group’s 
flash smelting technology. 

At least seven Portuguese 
partners will be involved, 
including IPE (Investimentos e 
Participacoes do Estado) and 
some companies representing 
the local downstream copper 
industry. 

EDM (Empress de Desenvol- 
vimento de Minerio). the state- 
owned Portuguese minerals 
group which owns 51 per cent 
of Neves-Corvo, has indicated 
it wants to take a “significant” 
equity stake in the smelter 
project 


Chicago signs Moscow accord 


by Barbara Durr in Chicago 

CHICAGO'S two main 
commodity futures exchanges 
signed a co-operation agree- 
ment today with the Moscow 
Commodities Exchange which 
was recently launched to facili- 
tate trade in a variety of goods. 

Under the accord, the Chi- 
cago Board of Trade and the 
Chicago Mercantile Exchange, 
the world's two largest com- 
modity futures markets, will 
conduct regular educational 
and research visits on both the 
cash and futures markets with 
the Soviets. 


A similar agreement will be 
signed tomorrow with the 
State Commission of the USSR 
Council of Minis ters on Food 
and Procurement. 

Mr Leo Melamed, chairman 
of the CME’s executive com- 
mittee, called the accord “a 
momentous step” towards a 
free economy. “While the pro- 
cess of moving from a con- 
trolled economy and fixed 
exchange rates to a free econ- 
omy based on supply and 
demand is difficult, and will 
take a protracted period of 


time, the contributions of com- 
modity markets towards this 
process will be significant,” he 
said. 

The agreement was the cul- 
mination of months of talks 
and it is hoped it will mark the 
beginning of a new era of 
cooperation between (he two 
main Chicago exchanges on 
foreign matters. 

A similar agreement was 
signed earlier this week with 
the Budapest Commodities 
Exchange, which was founded 
last year. 


Nigerians 
to insist on 
| joint oil 
agreements 

by William Keeling 

in Lagos 

THE NIGERIAN National 
Petroleum Corporation (NNPQ 
Is to insist on joint operating 
agreements with all foreign oU 
companies presently lifting 
crude oil in Nigeria. 

An NNPC spokesman said 
an agreement had already 
been signed with Mobil Produ- 
cing (Nigeria) and that talks 
were under way with six other 
companies. 

Analysts believe the move 
by NNPC, which by law owns 
60 per amt of all joint ven- 
tures in the country, mil be of 
immense concern to foreign oil 
companies. 

NNPC' s decision comes 10 
months after the appointment 
of Professor Jobrll Amina as 
minister of petroleum 
resources. In a recent Inter- 
view, Prof Amina accepted 
that a move towards joint 
operating agreements would 
be a fern of creeping national- 
isation. 

Announcing that the first 
joint operating agreement had 
indeed been signed, the NNPC 
spokesman said: “No partner 
should see itself as the perpet- 
ual operator of tbe venture.” 
Many analysts doubt whether 
NNPC bas yet acquired the 
technical and managerial 
expertise needed to operate a 
joint venture. 

In June, Dr TJU. John, man- 
aging director of NNPC, said; 
“There Is too much waste In 
NNPC ... We replace rather 

than maintain 

“We buy In excess of our 
requirements, at prices higher 
than commercial averages and 
from sources with capabilities 
lower than commercial stan- 
dards. Worst of all, we buy 
without regard for specifica- 
tion or the consequences for 
the integrity of oar plants and 
operations." 

The NNPC spokesman 
stressed that ft was currently 
satisfied with the oil compa- 
nies and that it would not con- 
sider enforcing its rights 
under any joint operating 
agreement in the Immediate 
ftrture. 

Nevertheless, analysts 
believe tbe decision win alarm 
many of the foreign compa- 
nies, particularly those which 
have recently made large-scale 
investments in Nigeria. 

Last year NNPC reduced its 
stake in the NNPC-SheU joint 
venture from 80 per cent to 60 
per cent. Shell used the oppor- 
tunity to increase Its equity to 
30 per cent at the cost of film. 
The remaining 10 per cent was 
split equally between Elf and 
Agip, which each invested 
9500m. 

If the three companies sign 
a joint operating agreement 
with NNPC, Shell could be In 
danger of losing its operating 
rights. 




By Steven Butler in Paris 

WORLD oil supplies are 
expected to be more plentiful 
than had been expected, the 
International Energy Agency 
said yesterday. 

This folio ws a Easter than 
expected increase in oil produc- 
tion and slowing demand after 
the cut off of Iraqi and Kuwaiti 
oil exports. 

The IEA warned, however, 
that the world oil supply sys- 
tem was working at full capac- 
ity and would be vulnerable to 
shocks. “If something hap- 
pened there is no fiexibilty in 
the supply system," said Mr 
Ulrich Engelmann, chairman 
of tbe IEA governing board. 

He said IEA member coun- 
tries bad prepared emergency 
measures should oil supplies 
deteriorate. Such measures 



would reach maximum effect 
three weeks after a decision to 
use them. 

Mrs Helga Steeg, IEA execu- 
tive director, said she would 
convene an immediate emer- 
gency meeting should war 
break out in the Gulf, although 
any IEA action, such as a 
release of government oil 
stocks, would depend on how 
oil supplies were affected 

The IEA has lowered its 
fourth quarter demand esti- 
mates, compared to end-of-July 
estimates, by 1.2m barrels a 
day to 54.1m b/d, for countries 
outside the former socialist 
bloc, as a result or higher 
prices and slower economic 
economic growth. 

Oil supply is expected to fall 
by only 300,000 b/d to 53.4m b/ 


d. As a result, a worldwide 
reduction of stocks is expected 
to be 700,000 b/d, compared to 
an earlier estimated level of 
1.6m b/d. . . 

Year-on-year oil demand in 
the industrial countries is 
likely to tell by two per cent in 
the fourth quarter, 1.5 per cent 
in the first quarter of 1990. and 
3 per cent in the second quar- 
ter. These projections assume 
crude oil prices at $30 a barrel. 

Opec production is estimated 
at 22.6m b/d in September, and 
the IEA estimates this level 
will be maintained in the 
fourth quarter. 

Opec set a production ceiling 
prior to Iraq's invasion of 
Kuwait, at 22.5m b/d, and thus 
nearly all Iraqi and Kuwaiti 
exports have been replaced 



from other sources. 

Fourth quarter oil supplies 
would be very sumhar to the 
fourth quarter of 1989. 

The IEA projects what by 
historical standards Is a raod- 
est stockdraw of 500,000 b/d in 
toe first quarter of 1990, which 
would result in company 
stocks covering 69 for- 
ward consumption m April L 
This is a similar level of cover- 
age compared to recent years. 

Mrs Steeg said the IEA 
would not be sending an tech- 
nical expert next week to a 
UN-sponsored conference on 
co-operation between oil pro- 
ducers and consumers. How- 
ever, she said the IEA mi g ht 
eventually participate in some 


Energy crisis underlines fragility 

Judy Dempsey finds E Europe looking to Iraq and the Soviet Union 


N ationwide discon- 
tent with the Hungar- 
ian government's deci- 
sion last week to raise petrol 
prices underlines the fragility 
of the new democracies in east- 
ern Europe. But the protests 
are also a grim reminder to 
these governments that solu- 
tions to the energy crisis must 
be quickly found. 

The energy crisis steins from 
two sources: shortfalls in sup- 
plies from the Soviet Union to 
the countries of eastern 
Europe, particularly over the 
past six months, and disrup- 
tion in supplies from Iraq fol- 
lowing the UN embargo. The 
collusion of these two factors 
have forced the countries of 
eastern Europe to seek alterna- 
tive supplies of energy for next 
year and beyond. 

finding oil is not the prob- 
lem. Faying for it in hard cur- 
rency is. That is why over the 
past few weeks, several east 
European countries have been 
holding talks with Iran, and the 
Soviet Union. 

Early last month, Mr Marcin 
Swiecicki, Poland's minister 
for foreign economic coopera- 
tion, said that on his return 
from Iran, Poland would buy 

500,000 tonnes of crude oiL In 
addition, he had received 
assurances that Poland could 
purchase between 25m and 3m 
tonnes of oil during 199L He 
said the oil would be priced at 
between $33 and $35 a barrel 
but that Poland would pay for 
the crude oil with machines 
and equipment 
These supplies will only go a 
short way in compensating for 
the shortfall in Soviet supplies 
to Poland. This year, Poland 
was dne to receive 15.1m 
tonnes from the Soviet Union, 
a reduction of 28 per cent on 
last year’s deliveries. It was 
also due to receive 3.8m tonnes 
of oil from Iraq in lieu of Iraq's 
outstanding debts to Poland. 

Czechoslovakia has been 
exploring the same avenue. 
Last month, following the visit 


by a delegation to Teheran, 
Prague radio reported that 
Czechoslovakia would consider 
a long-term agreement on the 
purchase of a “minimum quan- 
tity of 5m tonnes a year while 
Iran would in the meantime 
deliver 400.000 tonnes during 
the last quarter of this year". 
Like the Poles, the Czechoslo- 
vak side spoke about “export- 
ing engineering products and 
investment complexes to 
secure the finance for future 
deliveries of Iranian oil". 

The Soviet Union supplied 
16.8m tonnes to Czechoslovakia 
in 1989 but reduced deliveries 
by 15 per cent in 1990. 

The Bulgarian authorities 
have made similar overtimes to 
Iran. It now looks certain that 
Bulgaria will receive lm 
tonnes of oil after talks in Sofia 
earlier this week between Mr 
lssa Kal ant aria, the Iranian 
agriculture minister, and tbe 
Bulgarian authorities. Pay- 
ment will be arranged through 
a barter system whereby Bul- 
garia will supply industrial 
machinery to Iran. 

Bulgaria imported 12.6m 
tonnes of oil from the Soviet 
Union in 1989. But deliveries in 
1990 will be reduced by about 
15 per cent Iraq was due to 
deliver 2.6m tonnes tins year to 
Bulgaria in part payment of its 
debts owed to Sofia. 

Iran's willingness to supply 
oil to these countries on a bar- 
ter system is partly explained 
by its need to rebuild its infra- 
structure following the Iran- 
Iraq War. Since the Soviet 
Union is demanding better 

S uality goods from eastern 
urope. who in turn cannot 
find markets for these goods in 
the west, Iran seems a suitable 
partner. 

As Mr Stankovs ky, a COM- 
ECON specialist at the Vienna 
Institute for Economic Fore- 
casting, points out. even 
though Iran could easily sell 
its oil on tbe world markets, 
barter for both sides remains 
worthwhile. “The countries of 


eastern Europe have old con- 
nections in the Middle East. 
They were supplying vast sup- 
plies of weapons to these coun- 
tries,” he explained. 

Last year, Poland earned 
more than $U5m in arms sales 
to the Middle East. Throughout 
the 1980s, over 10 per cent of 
Bulgaria's and Czechoslovak- 
ia's hard currency exports 
were earned from arms sales. 
Since last year's revolutions, 
some armament factories in 
eastern Europe have been, shut 
down, such as the tank factory 
in Martin, Slovakia. But the 
risk of high unemployment 
and sharp cuts in hard cur- 
rency earnings could encour- 
age some of these governments 
to seek new markets for their 
weapons industries. In any 
case, the additional oil supplies 
from Iran to eastern Europe 
will not compensate for the 
Soviet shortfalls, hence the 
flurry of visits by senior offi- 
cials from eastern Europe to 
Moscow over the past month. 

T he talks focused on two 
topics: requests for 
more oil (his year and 
in 1991; and how the switch 
from the transferable rouble to 
the dollar clearing system, 
which is due to take place on 
January 1. will be imple- 
mented. They have also yielded 
some results. 

Bulgaria will now receive a 
total of 2m tonnes of oil for the 
last quarter of this year. Mr 
Andrei Lukanov, the Bulgarian 
Prime Minister, said this year's 
quotas would be met if the Bul- 
garians fulfilled their side of 
the bilateral annual agree- 
ment, which includes the 
export of food and engineering 
goods to the Soviet Union. 
Decisions on next year's quota 
have not yet been finalised. 

In the case of Czechoslo- 
vakia, the Soviet Union earlier 
this week agreed to deliver 
13m tonnes of oil to Czechoslo- 
vakia throughout 1991. Pay- 
ment will be in the form of 


consumer goods, oil drilli ng 
equipment and hard currency. 
But given the Soviet Union's 
own energy shortages, the like- 
lihood that energy supplies to 
Czechoslovakia (and other 
countries) will again be inter- 
rupted cannot be ruled, out. 

Hungary's deliveries from 
the Soviet Union remain 
erratic. September deliveries 
fell by 222,000 tonnes to 296,000 
tonnes; October deliveries by 

97,000 tonnes to 315,000 tonnes. 
Annual deliveries will tell by 
1.4m tonnes to 5m tonnes. In 
the meantime, Hungary has 
purchased 900,000 tonnes on 
the world markets. In doing so, 
it was forced last week to raise 
the cost of petrol as a means of 
cutting subsidies and reducing 
consumption. As for Poland 
and Romania, the Soviet Union 
has yet to agree on what 
amounts of oil will be for tbe 
remaining part of this year and 
for 1991- 

Mr Stankovsky points out 
that these agreements amount 
to “a holding operation”. Next 
year, he says, there will be 
even a worse crisis, particu- 
larly since tbe Soviet Union 
will insist that all trade in east- 
ern Europe must be carried out 
in hard currency. 

“There are a few possibili- 
ties," he adds. “The European 
Community and the IMF must 
help these countries so that 
they can purchase oil on the 
world markets. 

“In the meantime, the hi g h 
and wasteful consumption of 
energy by these countries will 
have to be reduced. But it is 
tbe transitional period to the 
market economy, a move made 
difficult by the Soviet Union’s 
unreliability as an oil supplier 
and the switchover to hard 
currency, which could under- 
mine these new democracies,” 
he says. 

Hungary’s attempts to 
square tbe circle last week con- 
firmed the vulnerability of 
these governments In making 
that difficult transition. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

Platinum was fixed at the highest 
level for three weeks on the 
London bullion market at $440.50 
a troy ounce following the sharp 
rise In New York overnight The 
rise was encouraged by higher 
gold prices and lower oil prices. 
“Selling was overdone late last 
week and that made some shorts 
run for cover," one dealer said. 
But the metaJ met resistance at 
that level, and by midday In New 
York was only just managing to 
hold on to small gains. Gold 
rallied In London after overnight 
strength on market perceptions 
that tension remained high In the 
Gulf. On the LME copper closed 
ahead after rallying in the morning 


London Markets 


MOT MARKETS 

Crude on (per Barrel FOB) 


+ or - 

Dubai 

Brant Blend (dated) 

Brant Bland (December) 
W.TJ. (1 pm maO 

S30.1S-0.25y -0.6G 
S34J&-&05 -0.75 
S34.00-4.10 -O.TO 

S34 jBO-UBSV -075 

OO products 

(NWE prompt delivery par tonne OF) 

+ or- 

Premium Gasoline 

Gas Oil 

Heavy Fuel Oil 

Naphtha 

Petroleum Argus Eallmatma 

S34B-363 
5310-31 1 
5120-130 
5315-317 

-15 

-II 

-6.5 

-30 

Other 


+ or - 

Gold (per troy ozMk 

Silver (per troy oz)# 
Platinum (per way art 
Palladium (per troy or) 

537026 

422c 

844050 

£96.76 

+4J25 
+5-00 
+ 20.8 
+ 0-75 

Aluminium (free market) SUMO 
Copper (US Producer) 122%c 

Lead (US Producer) SOe 

Nickel (Tree market) 402c 

Tin (Kuala Lumpur mark*) i&asr 

Ttoi (Mew York) 

Zinc (US Prime Western) 7Dc 

+ 55 
-2 

-13 

+ 8 

Cattle (live wtaghgt 

Sheep (dead welgMtt 

Ptos (live walgliQt 

m«4p 

144 OOp 
70.70p 

+1.8#* 
+ 18.1' 
+ 0l91* 

London dally sugar (raw) &4&6q 
London dally euoar IwMte) SSOBJIq 
TOW and Lyle export price 5236.60 

+X80 

+2-00 

Barley (English toed) 

Maize (US NO. 3 yellow) 
Wheel (US Dark Northern) 

C 11 fl- 2 Sv 

£158.00 

£87 


Rubber (Doc)* M.T6p 

Rubber (Jon)V 61.flop 

Rubber (KL RSS Mo 1 Nov) ZHJtai 

+ 0-25 
+0XS 

+O.SO 

Coconut oil (Philippines^ 
palm OH (Malaysian)® 
Copra (PhinppimwW 
Soyabeans (US) 

Cotton *A“ Inde* 

WWftopa super) 

saooow 

5300.0V 

SXIXfit 

El 38 

83.05c 

407p 

-to 
-2 A 

+ 1 JO 
-a 16 


£ a um untaw odtorwtoe tasted. jHwnetahfl. 

r-rlnwft/kg. *N«/Dee. Wan- iTOetf 
Dec v-Nov. w-Dec/Jon s-Jan/Mar y-OdC- 
CWTimtotaon average tetoMCk prims. ' «»B» 
hen, a weak ago. VLondon physical morkaL 
gQf Potter dam f Bullion market doss. m-Ma- 
laytaan centaftg- 


on fairly strong Far Eastern buying 
which led some traders to believe 
fresh speculative interest may 
have developed. However, there 
was no subsequent follow-through. 
Nickel was in retreat again, with 
the market under pressure from 
sporadic commission house 
selling in the absence of any fresh 
bullish factors. A breach of the 
$8,300 level would indicate another 
test of the four-month low of $8,075 
a tonne reached three weeks ago, 
analysts said. London cocoa came 
under pressure, but trade buying 
prevented the March position 
breaking through Its new contract 
low of £674 a tonne. 

Compiled from Reuters 


SUGAR 

- London POX 

IS per tonne) 

Raw 

Close 

Previous 

Hign/Low 

Dec 

210.00 

216.00 

217 00 

Mar 

211.40 

213.00 

215.20 211.00 

May 

21X40 

213.60 

215-20 212.00 


215.80 

216.00 

217.00 214.80 

Oct 

215.60 

21520 

217.00 21520 

WMa 

Close 

Previous 

Hlgh/Low 

Dec 

2SBJ5 

303.0 

303.0 207-0 

Mar 

296.0 

298J 

269.5 293.5 

May 

2955 

297 .7 

296. B 292.7 


2S0S 

302.5 

301.0 298-7 


2B3.B 

2S7.0 

284.0 281.0 

Dec 

2805 

284.0 

281.0 277 J 

Mar 

280.0 

2855 

280.5 2773 


Turnover Flaw 1381 (1526) lota (X 58 tonnes. 
While SOS (2380) 

Parle- While (FTr per toniM): Dee 1528 Mar 1515. 
May 1515. Aug 1547, Oct 1-165 


CHUM OH. - IP* S/barrel 



Latest 

Previous 

High/Low 

Dec 

33.60 

34.60 

34.15 33.10 


3230 

30.10 

32-90 3 1 -DO 

Feb 

30-85 

32-00 

31 JO 30X0 

Mar 

IPE Index 

29 60 
34.73 

3000 

29.50 


Turnover 101W (0210) 


OAS 

ML - M 


S/torme 


Latest 

Previous 

Hlgh/Low 


285.00 

305.50 

302.00 28025 

Dec 

286.00 

298.00 

292.00 281 JO 


276.75 

287.00 

283.00 272.EO 

Feb 

261.25 

273.50 

264 00 26I.2S 

Mar 

246.00 

260.00 

282.00 248.00 

Apr 

234.00 

248.60 

241.00 234.00 

May 

230.00 

238 JW 

232.50 230.00 


Turnover 10073 (10102) k»a ot 10O tonnes 


WOOL 

The New Zealand Wool Board lowered Its 
market support levels at the end ot leal 
weak. As a result of this move, Ute British 
Wool Marketing Board also lowered Its 
support levels at Hie Bradford auction on 
October 31, TTltO proved something of a 
non-even t, with buyers Inevitably unwilling 
to operate. The world glut ot wool therefore 
porsiots. and (redo la petrified by Hie (oar of 
further stock losses due to official marketing 
deetatona. 


COCOA 

- Leaden FOX 

Elton ne 


Close 

Previous 

Hlgh/Low 

Dec 

638 

848 

641 829 

Mar 

682 

690 

684 674 

May 

712 

722 

714 704 

Jli 

738 

742 

740 729 

Sep 

759 

783 

758 752 

Doc 

784 

791 

785 780 

Mar 

80S 

819 

811 807 


Turnover: 943B (6144) lota of 10 tonnes 
ICCO Indicator prices (SDRs per tonne). Dolly 
price tor Oct 30 375.12 (885.51) 10 day average 
lor OCt 31 68858 (897-54) 


eOWM - London FOX 

E/tonne 


Close 

Previous 

Hlgh/Low 

Nov 

552 

588 

571 551 

Jan 

578 

587 

589 574 

Mar 

563 

575 

579 563 

May 

575 

684 

587 575 

Jul 

S95 

600 

804 602 

Sep 

615 

618 . 

622 619 


Turnover 6948 (465$) lots of 5 tonnes 
ICO Indicator prices (US cents per pound) tor 
Oct 30: Comp, daily 7108 (73.12). 15 day aver- 
age 73.65 (73.81) 


POTATOES - BFE E/kxine 



Close 

Previa us 

Hlgh/Low 

Nov 

60.0 

70.0 

68.0 62.0 

Apr 

143.5 

143.0 

144.5 143.0 

May 

162.5 

161.5 

162-5 ISM) 


Turnover 146 (120) lots of 40 tonnes. 


OOYAMEAi. - 

in mo 

C/Ion rte 


Oose 

Previous 

Hfgh/Law 

Feb 

121-50 

122.00 

121-50 


124.00 


124.00 

Jun 

123 00 

123 .GO 

123.50 723.00 

Aug 

124.00 


124.00 


Turnover 257 (1255) lots of 20 tonnos. 


msUKT FUTURES - BR SlO/Indox point 



Oose 

Previous 

Hlgh/Low 

Nov 

1283 

1273 

1291 1284 

Jan 

12GI 

1240 

1260 1248 


1210 

1190 

1315 1310 

Jul 

1055 

1065 

1075 1065 

BFI 

1309 

1308 



Turnover 74 (188) 


CHAINS - BM E/tonne 


Wheal 

Close 

Previous 

Hlgh/Low 

Nov 

114.60 

114.45 

114.75 

Jan 

119.10 

118.70 

119.10 118te 

Mar 

i 2 z.es 

122J0 

123.00 122,70 

May 

126.40 

126.00 

12340 120-25 

Jun 

137.90 


12780 

Beriey 

Dose 

Previous 

Higtl/Low 

Nov 

113.75 

113.40 

113.75 

Jan 

117.40 

117.35 

117.40 

Mar 

120.50 


12 a 50 


Turnover: Wheal an (71). Barley 30 (70). 
Turnover lots of 100 tonnes. 


PHW- 

BR 

(Cash Settlement) p/kg 


Close 

Previous High/Low 

Nov 

1955 

193.0 

Jan 

182.0 

191 .5 

Fob 

192.5 

918 192-0 


Turnover 30 (33j tats of &25Q kg 


L0M90N HBTAL HXCHAJHW 

(Prices supplied by Amalgamated Metal Trading) 

Close 

Previous 

Hlgh/Low 

AM Official 

Kerb ck»a Open Interest 

/Uumtnteun. 99.756 parity (3 per tonne) 



Total dally turnover 17,083 lots 

Cash 1948-50 

3 months 1752-3 

18904)00 

1741-5 

1950/1940 

1772/1745 

1940-2 

1758-60 

1757-5 71,125 lots 

Copper, Grade A (t per tonne) 



Total dally turnover 27,711 lota 

Cash 1383-5 

3 months 13SO-1 

1348-50 

1339-40 

1367/1384 

136371343 

1385-7 

1302-3 

13SO-1 111.083 Iota 

Load (C per tonne) 




Total daily turnover 1.015 lots 

Cash 372-3 

3 months 37SW 

372-4 

375.5-8 

377/374 

37238 

3744-375 

375-6 10.795 lots 

Nickel (S per umte) 




Total dally turnover 1,610 lots 

Cash 8650-700 

3 months 8300-25 

8625-75 

8450-75 

8675 

8350/8300 

8850-700 

6300-26 

8300-25 7,744 tots 

Tin (S per tonne] 




Total dally turnover 1,802 lots 

Cash 6320-40 

3 months 8280-300 

8195-205 

6190-200 

6310/6200 

6270-80 

6270-6 

6300-20 8,691 lots 

29nc. Special Hltfi Grade (S per tonne) 



Total dally turnover 6.442 lots 

Cash 1295-7 

3 months 1283-3 

1298-300 

1297-5 

1301/1288 

1239-90 

1288-9 

1301-2 18.973 tots 

UK dosing tit f«to-. 
SPOT: 1-9465 

3 months: 1.9193 

6 months: 1.9024 9 months: 1.88*4 


LONDON BDLUCW MAHKHT WCW VOI*fc 


OoM time oa) 5 price E eqtflvnlont 




— 


GOLD 100 t«>y oz.; SAroy oz. 


Opening _ 

378 lj -379 


1B4 4t-1Ef44( 


Close 

Previous 

Hlgh/Low 

Afternoon tlx 379.50 

Day's high 382-382 

Day's low 376L-377t| 


194.945 


Dec 

Jan 

Feb 

Apr 

Jun 

Aug 

Oa 

381.3 

383.7 
305.6 
389.0 

392.8 
386-0 
4G0L8 

381.7 

0 

385.6 

389.1 

383.0 

388.8 

400.8 

384.3 

0 

388.0 

391.1 

394. 5 
399.0 

396.5 

378.3 

a 

382-8 

387.6 

392.4 

398J 

390.5 

Coins 

S price 


£ equivalent 


404.8 


405.5 

0 

Maptekaof 

Britannia 

US Eagle 
Angel 

3881: -383 >2 
388 >2-393 
388 h -393 lj 
388 -393 ^ 


700-203 

200-203 








200-203 


FLATMUU 50 troy or SAioy ox. 


Krugerrand 

37B-381 


IMla-tM >2 


Close 

Provtous 

HIgft/Low 


Old Sov. 
Noble Plot 

90*2 -9? *2 
445.75-452.85 

48l z -471 2 

229.48233.10 

Nov 

Jan 

Apr 

Jul 

435.0 

439.0 

443.0 
447.5 

a 

437 a 

44X0 

4474 

435.0 

443.5 

448J 

452.4 

435.0 

*33.5 

439.5 

4455 

saw Bs 

p/tine oz 


US cts equtv 

. SILVER 5.000 troy oz; cenu/tray oz. 


Soot 

216.95 

224.45 


422.25 

430.95 



Close 

Provtous 

Hlgh/Low 


6 months 

12 months 

231.05 

243.85 


439.15 

4G5JU 


Nov 

Doe 

Jon 

Mar 

May 

Jut 

415.3 

415.0 

430.0 
427.2 
<33.1 

438.1 

421.7 

424.6 
4285 
4338 

438.6 
445.0 

421.0 

428.0 

0 

4375 

443 0 

445.1 

421.0 

41? JS 

0 

427 J» 

432-5 

TRADED OPTIONS 




Sop 

445.4 

454,1 

438.7 

451.7 

0 

0 

454.6 

0 

Coffee 

Jan 

Mar Jen 

Mar 

Jdn 

483 0 

0 

559 

no 

650 

38 

14 

4 

73 

•1 

21 

13 

39 

78 

10 

28 

68 

1 Mar 

«3J 

4Q9.fi 

a 

0 

Cocoa 

Dec 

Mar Dec 

Mar 

HMH GRADE COPPER 25.000 lb* contaribe 

£60 

44 

G6 

8 

34 


Close 

Previous 

Hlgh/Low 


750 

4 

26 

68 

85 

Nov 

Oec 

Jan 

Met 

Apr 

1 May 
Jun 

117JB 

115.75 

11X55 

110,60 

108.80 

1T7JS6 

115.66 

11X20 

110.30 

109 35 

<19.30 

117.60 

115.00 

112J30 

0 

117.00 

115.50 

113.80 

11050 

0 

Brant Crude 

Dee 

Jan 

Dae 

Jan 

107.00 

108.40 

107.60 

109 JO 

108.60 

3000 

3050 

9100 


510 


240 

Jul 

Aug 

Sap 

106.90 

10640 

10SLS0 

106.70 

106.00 

10530 

0 

0 

106.00 

0 

0 

0 


CRUDE OU. (Light) 42.000 US galls 3/barrel 


Latest Previous High/Low 


Dec 

34.00 

34-54 

34.75 

33.40 

Jan 

32-85 

33.30 

33-57 

3X30 

Fob 

31-30 

31.80 

32-00 

30.85 

Mv 

30.15 

30.55 

30.70 

29.85 

Jun 

27.60 

27.62 

27.60 

20.85 

Jul 

2596 

26.81 

27.35 

26.10 

Aug 

28.35 

28 3H 

28JS 

2680 

HEATING Off. 42.000 US galls. cenn/US galls 


Latest 

Previous 

Hlgh/Low 


Nov 

8790 

9117 

3000 

8740 

Doc 

BS45 

9174 

9075 

8050 

Jan 

8930 

9131 

9060 

8040 

Fob 

8810 

8947 

8850 

8660 

Mar 

B42Q 

B5<7 

6425 

B2S0 

Apr 

6050 

8182 

8050 

7900 

Jun 

7450 

7642 

7430 

7430 

Aug 

7290 

7577 

7290 

7230 

COCOA 10 tonnasrS/ionnes 


Close 

Previous 

Hlgh/Low 


Dec 

1153 

1148 

1156 

1125 

Mar 

1213 

1210 

1215 

1131 

May 

1254 

1250 

1255 

1232 

Jut 

1290 

1285 

1295 

1270 

Sep 

1322 

(315 

1358 

1314 

Dec 

1360 

1363 

1360 

0 

Mar 

1385 

1398 

0 

0 


COFFEE "C" 37,5001 bs: cenut/ibs 


Close Previous High/Low 


Doc 

90.50 

92.35 

92.50 

00.40 

Mar 

94 10 

95 B0 

B5.BO 

94.10 

May 

B6.45 

37.95 

B60S 

9640 

Jut 

B8.4S 

99 75 

99 80 

08.40 

Sop 

100.50 

ICC. 00 

10150 

100.50 

Doc 

103.15 

104.00 

0 

0 

Mar 

105J5 

105-50 

0 

0 


SUGAR WORLD -11- 112400 lbs; cano/iba 



Close 

Previous 

Higft/Low 


Mar 

9.42 

9.47 

9.60 

0.41 

May 

9.47 

652 

9.83 

948 

Jul 

9.52 

9.57 

9.65 

S.52 

Oct 

950 

661 

9.67 

9-49 

Mar 

B.61 

9.71 

0 

0 

COTTON 50.000; contsnbs 


Close 

Pravkwa 

HlgWVow 


Dec 

75.10 

74.83 

75.70 

74 02 

Mar 

75.10 

74.97 

75.60 

74,92 

May 

75 - 23 

TSM 

75.65 

75 tfi 

Jul 

75.30 

7490 

75.66 

7520 

Mar 

87 JO 

67.25 

07 35 

0 


CHARGE JUICE 15.000 lbs: cems/lbe 



Cl 030 

Provtous 

High/Low 


Nov 

113.25 

11X10 

11650 

11X50 

Jan 

11X20 

11X15 

113.00 

111-50 

Mar 

uxgo 

11X65 

11X00 

11X00 

May 

(1X00 

11X65 

114.00 

11X75 

JUl 

11X10 

11X90 

173X5 

113.00 

| INDICES | 

| REUTERS (Base- September IB Ift31 

- 100) ! 


Oct 31 

Od 30 

mnth ago y r ago | 


1724.3 

1717 8 

1767 2 

1B66.3 

I DOW JONES (Base- Deo. 31 1974 - 

100) 


Od 30 

Oct 29 

mntti ago yr ago | 

Spot 

126.35 

125,50 

128.04 

129.04 

| Futures 1HL23 

12720 

130 JO 

129.63 


Chicago 


SOYABEANS 5,000 bu min; cenUTWib bushel 



Ctasa 

Provtous 

Hlgh/Low 


Nov 

592/0 

590/4 

594/4 

589/0 

Jan 

KS/2 

607/6 

812/0 

B0W2 

Mar 

624/4 

822/2 

627/0 

621,0 

May 

636/2 

835/0 

639/0 

634/0 

Jul 

648/2 

6«/2 

848/4 

644/0 

Aug 

846/4 

843/8 

B47/4 

643/4 

Sop 

822/0 

622/0 

625/4 

622/0 

Nov 

fit 5/2 

615/? 

618/0 

012/4 

SOYABEAN ON. 60.000 lbs; cents/lb 


Close 

Previous 

Hlgh/Low 


Dec 

21.78 

21.83 

2X02 

21.73 

Jan 

2X08 

2X12 

22/39 

2XQ2 

Mar 

2X53 

22-56 

2X75 

2X48 

May 

22 At 

2X01 

23.15 

22.88 

Jul 

23.18 

23.15 

23.40 

2X10 

Aug 

=314 

23.11 

23.35 

23.10 

Sep 

2X05 

23.05 

23 20 

2 xaa 

Oct 

2X70 

22 77 

2X95 

2X70 

SOYABEAN MEAL ICO tons; 

S/ton 



Close 

Previous 

High /Low 


Doc 

178-2 

177.7 

1738 

177.1 

Jan 

180 5 

180.0 

181 1 

179.5 

Mar 

185.1 

184.1 

185.5 

183.7 

May 

187.4 

186.4 

187.5 

188.4 

Jul 

189.6 

188.0 

100.0 


Aug 

189.5 

18X6 

1302 


Sep 

187.4 

188.8 

169.0 

186.5 

Oct 

184.4 

184.0 

184.4 

18X7 


MAIZE 5.000 bu min; cems/56lb bushel 



Close 

Previous 

Hlgh/Low 


Doe 

229/2 

231/0 


=32/0 


Mar 

=39/2 

240/2 


241/4 

238/6 

May 

245/4 

247/0 


248/0 

245/2 

Jul 

250/0 

251/4 


252/4 

249/4 

Sop 

S4&/8 

248/4 


250/4 

248/0 

Dec 

248/6 

248/4 


250A) 

248/2 


254/4 

235/0 


254/4 

0 


WHEAT 5, COO bu min: cants/SOID-bushei 



Close 

Previous 

Hlgh/Low 


Dec 

262/0 

284/2 

265/0 

201/4 


270/4 

278/4 

2/9/0 


May 

285/2 

286/0 

256/0 

283/0 

Jtil 

288/4 

289/2 

290/0 


Sop 

294/0 

295/2 

a 


DOC 

305/0 

3058) 

□asm 

308/0 

LWE CAi iLE 40.000 lbs: eents/IM 


Close 

Provtous 

H5gh/Law 


Dee 

77.45 

77 05 

7735 

77 1 2 


74.90 

7*.48 

75.00 

74 55 

Apr 

75X2 

T5.02 

TS.45 

7S.1S 

Jun 

7XIO 

7X8S 

73.27 

7X35 

Aug 

71.32 

71.35 

71J7 

71.52 

Oct 

71.85 

71 .« 

71.97 


Doc 

7X27 

7X17 

7X35 

7X17 


LIVE HOPS 30.000 to; centsAbs 



Close 

Previa ua 

Hlgh/Low 


Dee 

51.77 

51.42 

5X07 


Feb 

40,83 

4055 

50.15 


Apr 

47.07 

48.75 

47.27 


Jun 

50.77 

50.50 

51.30 


Jul 

31.30 

50.95 

61.35 


Aug 

4350 

49.25 

48.50 


Oct 

44.70 

44.77 

44.00 

44.70 

Dec 

44.72 

*4.75 

44.60 

44 70 

PORK BCLUE9 40.000 IDs; cents /it) 


Close 

Previous 

HlgtULOw 


Fob 

sirs 

80.30 

61.46 

80.60 

Mar 

60.05 

59.95 

61.00 

80.30 

May 

00.87 

saw 

81.00 

mm 

Jul 

69.80 

58.05 

6QJQ5 


Aug 

57.70 

56.90 

58.00 

57.70 
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LONDON STOCK EXCHANGE 


Money markets determine the pace 


FINANCIAL TIMES STOCK INDICES 


A SUDDEN wave of specul- 

fiJSfLTSF 1 !*? 8 a f «rther cut in 
ft*®. Interest rates over- 
shadowed other factors in the 
UK stock market yesterday 
Share prices rose sharply at 
mid-morning, adding 28 points 
to the FT-SE IndS afteYthe 
London money markets and 
tne London International 
Financial Futures Exchange 
s*enaBed expectations that UK 
base rates might be cut hy a 
funner half to one point. 

Hopes were soon dashed, 
however, when the Raw if 0 f 
Engmnd made no such move at 
midday. After holding steady 
for a while, prices came back 
&om their best levels towards 
the close of business. The 
PT«SE ended with a gain on 
the day of 16.4 at 2,050.3. 

The stock market had been 
predicting another downward 
move in domestic interest rates 
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before the end of the year bat 
yesterday’s speculation origi- 
nated in the money 
and surprised equity strate- 
gists. who do not expect a fur- 
ther move so soon after the 
one-point cut announced on 
October 5. Some even 
suggested that yesterday’s 
move might be “kite flying” by 
the authorities wanting to see 
how sterling would react to a 
further redaction in UK rates. 

Traders reported some 
Increase in equity activity yes- 


terday, although the rise in 
Seaq trade to 4$8.5m shares 
from Tuesday’s 384.7m was 
largely accounted for by a cou- 
ple of specific trades: a 31m 
share stake in Clyde Petro- 
leum. an independent oil com- 
pany. was placed with institu- 
tions by DSM of Holland, and 
3m shares in Carlton Commu- 
nications moved from one 
Institution to another, both 
transactions being double- 
counted on the Seaq list 

There was little sign of any 
increased selling into the unex- 
pectedly firm equity market. 
Marketmakers* trading books 
remained weighted towards the 
buy side, albeit less markedly 
than earlier this week. 

At Barclays de Zoote Wedd, 
Mr BUI Smith commented 
the market’s readiness to 
respond to the interest rate 
flurry indicated the measure of 


the foil In investor confidence 
In the face of the gloomy busi- 
ness opinion survey from the 
Confederation of British Indus- 
try, as well as the flow of 
adverse corporate develop- 
ments of recent weeks. Yester- 
day brought a further sharp 
setback in Reuters stock as the 
global electronic data group 
reported workforce redund- 
ances and postponed the intro- 
duction of its new futures trad- 
ing system. 

As London share prices set- 
tled back from their best levels 
yesterday, ignoring both the 
foil in oil prices and the b 3 *" of 
11 Dow points in New York 
during UK trading hours, ana- 
lysts’ views on the interest rate 
outlook appeared little 
changed. Mr John Reynolds of 
County NatWest, the UK 
investment bank which turned 
bullish on the London market 


several weds ago, said there 
was “still a good chance of a 
rate cut before the end of the 
year”. aHhmiy h he expects the 
UK authorities to wait for bet- 
ter news on domestic Inflation 
to emerge. 

In the wake of Britain's deci- 
sion to enter the European 
exchange rate mechanism, the 
sterling exchange rate has 
assumed even greater signifi- 
cance for the UK authorities 
when considering interest rate 
policies. 

Some analysts believe that 
another early cut In UK base 
rates might be regarded by 
other ERM members as being 
too politically motivated. In 
this respect, yesterday’s cut in 
rates in France was regarded 
by London strategists as help- 
ful for any UK Government 
hopes of trimming domestic 
interest rates. 
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28 
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25 

Yrar 

Ago 

1980 

Mgh Low 

SIdob CerepraMon 

Hltfi Low 

QoMinnsolftet 

tow 

sait 

79S1 

7388 

81X06 

8167 

84J0 

pni 

74.13 

(30/41 

127.4 

(0/1/35) 

48.18 

(3n/7S) 

FteaO Manat 

6X85 

aasz 

8 ft 73 

88.78 

68.75 

9130 

9191 

18/11 

6160 

(30/4) 

105-4 

(26niM7) 

5053 

(3/1/75) 

Oft»wy sjubv 

15329 

157S3 

1600.0 

US0.4 

1617.5 

1731h 

1968-3 

(3/11 

15104 

(24/9) 

gOQHA 

{5/9/891 

40.4 

(26/6/40) 

Odd Hm 

771A 

18&» 

768.7 

17D.fi 

172.7 

714 ? 

3715 

( 6 / 2 ) 

1612 

(16/6) 

734.7 43.5 

(16/2/63) (26/10/71) 

FT-SE WSfere 

geso? 

203X9 

20621 

2063.1 

20SB.7 

2154.1 

2463.7 

CU 11 

1990.2 
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(S/1/90) 
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(2377/84) 
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- 

- 

- 
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SEAQ Bargns 4 45pm 
Equity Tumovef |On)f 
Equity BargalnsT 
Shams Traded imltt 

20.588 

18.856 

€71.83 

16^55 

832.5 

17.748 

422.52 

16.157 

229.1 

1Bl2S? 

652.78 

17J0S 

3184 

16,776 

578.05 

15^37 

272.4 

20,184 

653.47 

18,884 

304.5 

GILT EDGED ACTIVITY 

Indices* Oct 30 Oct 29 


Of Owy Sim Max. ttpwity efr aqaa s Day’s High ISO IS 


Day’s Low 1S7S.0 


Open 

1577 .B 


i 9 am 
[1S7&2 


10 am 
15836 

1 

I 

[11 am 

[1S96.1 


12 pm 

1601.7 


tpm 

1S97.0 


2 pm 

15992 


3pm 

1596-6 


4 pm 
1504.6 

Fme, Hearty changes 


Day's High 20678 

Day'S Low 2036.1 

I Open 
J2039.fi 


9 am 
20277.7 


[10 am 
[204&7 


11 am 
2055.8 


12 pm 
2061.9 


1 ptn 
2056^ 


2 pm 

2053.5 


3 pm 
2053.9 


4 pm 
2051.1 


Bargains 


11317 100.8 


FT-SE Eonrirsck 100, hourly d tf ng M Day’s High 890.07 


Day’s Low 084.07 


Open 


1 pm 
986.02 


2 ptn 


3 pm 
889.01 


5 -Day average 106.3 102.4 

-SE Activity 1974. 

^Excluding intra-market 
business & Oversees turnover. 

London report and 
latest Share index: 

Tel. 0898 123001 


Reuters 
near two 
year low 

REUTERS was sharply lower 
for the second day r unning as 
the company announced a fur- 
ther delay in the launch of its 
Dealing 2000-2 futures trading 
system. The launch has been 
deferred for at least six months 
to the summer of 1991 at the 
earliest Analysts responded to 
the news by cutting forecasts 
for next year’s profits. The new 
range is £34 Om to £360m, some 
£40m down on previous esti- 
mates. 

Sentiment was more mixed. 
Mr Patrick Wellington at 
County NatWest WoodMac 
warned investors off the 
shares: “It is the wrong sort of 
stock for these markets; it is 
still on a premium rating.” 
Taking a more positive view, 
Mr Bob Pringle at Hoare Gov- 
ett said the long-term investor 
“shonld be picking up the 
stock”. 

Reuters dropped 44 to 563p, 
the lowest level for almost two 
years. Turnover was an excep- 
tionally heavy 9%m. The 
shares were above £1S in mid- 
summer, apd the ffacHng fiart 
t aken the dividend yield rela- 
tive to the market to its high- 
est for almost three years. 
Some analysts yesterday 
argued that yield consider- 
ations indicate a buy. 

M & S brighter 

Relief that Marks and. Spen- • < 
car, the UK clothing and food ■ 
retailer, did not warn of slower 
sales growth on announcing its 
interim results pushed the 
shares 6 better to 235p. The 
stock fell by 4 per cent last 
week on. speculation about 
weaker current trading. 

In the event. Lord Rayner, 
the c fr air y n j i u, made an upbeat 
statement lib 10 per cent rise 
in first-half profits to £230 An 
was in line with most analysts' 
expectations, and turnover in 
the shares swelled to 7 Jin. 

However, slower clothing 
sales in the second half is 
expected to depress profits 
growth slightly. 8.G. Warburg 
lowered its estimate by £Uhzt to 
£68Qm for the current fail year, 
while Hoard Govett now 
expects £645m against £655m. 
Williams de Br5e, on the other 
hand, raised its estimate to 
£665m from £655m. 

BICC trembles 

The market made a fresh 
appraisal of BICC, the cable 
manufac turer and construction 


company, and the shares fell 
again following a second round 
of profit estimate cuts. 

BICC closed down 20 at 3I6p 
on a turnover of 2.8m after 
James Capel cut its estimate 
for 1990 by £23m to £18Sm and 
for 1991 by £45m to £170m - 
believed to be the lowest of all 
market estimates. Hoare Gov- 
ett. broker to BICC, moved to 
£185m for 1990 and £175m for 
1991. Cazenove was also said to 
have downgraded. 

Capel analyst Mr Jim Ross 
said he was concerned about 
the company’s cash flow as 
BICC had £290m in debts of 
one kind or another. The bro- 
ker also reduced its figures on 
Delta, which has many similar- 
ities to BICC and which shed 
16 to 278p. 

Evode lower 

Erode, Thp Hianiifaf^r pi 1 <jf 

chemical products, dipped on 
fears that analysts would reign 
batik profits expecta t ions when 
they return from a visit to the 
group’s US operations. There 
seems little doubt, said a 
trader, that the industrial slow- 
down on both sides of the 
Atlantic has caused some slip- 
page in profits. He thought 
forecasts for the year just 
ended would he “edged beck” 
to around £15zn to £L7m, with 
the more substantial reduc- 
tions scheduled for the follow- 
ing year. 

R is expected that any revi- 
sion of the current numbers 
would still leave estimates 
above the £iL6m reported by 
Evode in 1989. However, same 
analysts have been c aution i n g 
recently, on- the company, 
regarding it as fairly highly • 
geared If the US preference 
share issue to two American 
institutions is treated as debt 
Evode shares closed at the 1990 
tow, showing a fall of 12 at 96p. 

Walker stake 

Contract wallcoverings 
group Walker Greenbank, at 
55p, consolidated the sharp 
gain that resulted late on Tues- 
day from a market raid by a 
major shareholder. The Jersey- 
based Auhin group confirmed 
yesterday that it had pur- 
chased a further 8.1m shares 
and now owns 22 J> per cent of 
the Walker Greenbank equity. 

Earlier this year Walker 
used section 212 of the Compa- 
nies Act to force nominee com- 


R-A Alt-Share Index 


1150 


1100 


1050 


1000 


950 


900 






Equity Shares Traded 

Turnover by volume (mien) 



Aq Sep Oct 


party AuWn and its associates 
to reveal the beneficial owners 
of their stake, then 13.5 per 
cent, in Walker. At the same 
time ft appointed S.G. Warburg 
as its merchant hank adviser, 
apparently to help strengthen 
its defences against a possible 
hostile bid. 

Allied Lyons advanced as 
Sheaison rrfrman published a 
90-page boy recommendation 
on the stock. Mr John Wakely 
at Sheaison argued the contri- 
bution to profits from the high 
margin spirits side at Allied 
was rising to 60 per omit, com- 
pared with 60 per cent at Guin- 
ness, which traded at a 25 per 
cent premium. He added that 
slower earnings growth at 
Allied was already discounted 
and that the total return in 
1992 should rise to 20 per cent. 
Allied climbed 8 to 46Bp. 

Other brewing sector issues 
with high overseas and spirits 
earnings also did wefl. Guin- 
ness added 14 at 707p and 
Grand Metropolitan rose 11 to 
561p. Analysts said sentiment 
was helped by the excise duty 
rise of 14 per cent in this 
week’s US budget - there bad 
been fears the increase could 
have been up to double that. 

Sterling's weakness and sto- 
ries of a cut in interest rates 
helped international stocks. 
IQ improved 13 to 833p, Smith- 
Kline Beecham put on 8 to 


NEW HIGHS AND LOWS FOR 1990 

Computer PMpft. DocU, Dyaon |J & J) 

A. Etacttntvx. Ftoehat CtteUanpa, Grampian. 
f*n— I tw» rnno. JOMston Oroup. Lffl— h aft. 

Sacurtguoitt Stont 8 Ff»« Wasted*. 
Wttmrafl YUM, MStDtAMCE (1) U9SU9E 
(O MOTORS (3) MEW8PAPER8 01 PAFOW 
W mopom (3) shoo *»i tot 
m nAMMirr m nwsis m o 
mnciuiTMixntonjiHTi 
(S) MBS (4J tUMOET «. 
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582p and BAT Industries ended 
12 to the good at 559p. 

One exception was BTR, 
which fell quickly late in the 
day as the market anticipated 
at least three analysts' down- 
gradings to be published today. 
One researcher blamed the 
cuts in profit forecasts on pros- 
pects for the company's Aus- 
tralian associate, BTR Nylex. 
BTR had firmed 7 in line with 
the market before losing 16 in 
the last 90 minutes of trade to 
end at 282p, down 9 on balance. 

Midland advanced 12 to 189p 
as dealers speculated that it 
stood to gain most from any 
possible reduction in UK inter- 
est rates. Legal & General, 
believed to have been oversold, 
gained 8 to 457p. A revival of 
bid speculation among insur- 
ance brokers pushed Hogg up 7 
to I53p « pd C - E- Heath ahead 
10 to 424p. 

Jackson Group continued to 
lose ground after Tuesday's 
warning of a depressed second- 
half performance, and the 
shares slipped 5 to 83p, a loss 
of 15 per emit since Monday. 

Rolls-Royce eased VA to 
171 ftp on a high turnover at 
6.1m as brokers James Capel 
cut its profits forecast for 1990 
by £5m to £280m and the 1991 
figure by £40m to £310m. Ana- 
lysts Bald they were expecting 
some weakening In spares 
demand and also a knock-on 
effect from strong sterling on 
unhedged sales. 

Hawker Stddeley bounced 8 
to 412p on a healthy 1.2m turn- 
over that benefited from good 
two-way business and gentle 
institutional investment in 
sector. 

Ibce. the control equi p men t 
company, picked up 15 to 204p 
in anticipation of hid develop- 
ments. TX Group gained 5 to 
409p as investors looked for 
quality stocks; the shares were 
also helped by an announce- 
ment that the group had 
acquired foil control of a Mexi- 
can distributor. 

Rumoured downgradings 
adversely affected conglomer- 
ates Tomkins, down 10 at 207p, 
and Williams Holdings, which 
lost 6 to 198p. 

Avon Rubber moved 9 lower 
to 285p as the market began to 
worry about the annual 
results, due early in December. 
Analysts believe Avon has had 
another bad year, but some 
expect a recovery hi 1991. One 
trader observed: “Most dealing 
firms have stock of Avon on 
their books, and who wants 
more?" The price is backing 
away from light sales in the 
absence of buyers, be said. 

Becheu Environmental Ser- 
vices continued to perform bet- 
ter than other “green stocks”, 
rising 15 to 480p on a Klein- 
wort Benson buy recommenda- 
tion. Leigh Interests was also 
placed on a buy list and 


APPOINTMENTS 


Schroders 

company 

secretary 

■ Mr Andrew Ganlter has 

been appoin ted, com p any 
secret of SCHRODERS from 


Ontario Breweries. He 
succeeds Mr John Morgan who 
has been appointed president, 
Labatt Breweries of C ana d a . 

■ ATTWOODS, a waste 


appointed Mr Stuart Lee as 
finance director. He was 
finance director of Pleasuranm 
prior to its acquisition by 
Mecca Leisure. 


at the end of the year, 

■ Mr Harold Harvey has 
leaned CARRINGTON 
VlYELLA as manufectiamg 
and operations director- He 
replaces Mr Jota PmU**.’*® 
hwSfld because of dl-health 
tatwlwwffiberetafawdM 
a consultant, and Mr Jota 


company- Mr Harvey was 
managing director of John 
Foster and Sons. 

■ Mr .Simo n Bentley has been. 

He wiD continue as cmef 
executive, and succeeds air 
Bernard Garfcacx, 



BROKERS (LONDON)- Mr PJ. 
Bayfield, Mr P J. Bernhard, 

Mr BJL Brandon, Mr CJ.S. 
Cufimn, Mr AF. Foxtescne, 

Mr J. Mcl Griffith, Mr J. 
Rooke, Mr J.T. Siunott and 
Mr LB- Whalen are made 
directors. 

■ Mr Peter Beard (pictured) 
has been appoint ed ma na gi ng 
director of 
KDG 

MOBREY. 

He was a 



has resigned. M r Tow 

an executive 


■ Mr Bruce E. P®er hasheeii 


Mr Ken G. Sanford (pictured) 
has been appointed vice 
president and managing 
director u£ CUMMINS ENGISK 
COMPANY, succeeding Mr 
Eiian Macfarlane who will 
become non-executive 
chairman on January I. Mr 
Sanford was president of 
Cummins Australia. 

■ Mr GJLC. Wakefield has 
been appointed chairman, and 
Mr C35- Seville becomes chief 
executive of BOWRING 
marine reinsurance 


consultant 
with Touche 
Ross. Dr 
Mike Neame 

has been _ 

appointed marketing director. 
He was marketing manager 
with Bosemount 

■ Mr Andrew Douglas has 
been appointed general 
manager London - Europ e 
region of the BANK OF NEW 
ZEALAND. He succeeds Mr 
Earl Hartstonge who has been 
appointed head of financial 
institutions in head office, 
Wellington, New Zealand. 

B Hr Iato Lindsay -Smith, 

deputy twangg in g director, has 
been appointed chief executive 
of LLOYD’S OF LONDON 
PRESS. He iS ^airmail of the 
three principal operating . 

s ubsidiaries. Mr Lindsay-Smnh 
wfll succeed Mr Joe Parkinson 
who retires at the end of the 


director of Hafnla Prolific 
Inte rnational Life Association, 
a joint venture between Hafttia 
and Prolific. He will 
co-ordinate the activities of 
tiie new company, which has 
been set up to develop life 
assurance business in Danish, 
UK and international 
expatriate markets. Mr 
Fairclough remains a director 
of Prolific life & Pensions, and 
Prolific Financial Sendees. 

m Mr Phil Basterman has 
joined BRITISH WATERWAYS 
as director of finance from 
Alcan Aluminium, Canada. 



■ HAMA HOLDINGS has 
appointed Mr Stuart 
Fairclough as managing 


Mr Brace Brain (pictured ) 9 
mana g in g director of the 
information technology 
division, has b een el ected to 
the board of D0WTY GROUP. 
It was incorrectly reported 
yesterday that Mr Colin Cocks, 
managing director, electronic 
systems division, had been 
el e cted to the main board. 


advanced 6 to 258p. BZW 
believes Leigh is well placed to 
take advantage of expected 
growth In the waste dicpnsai 
industry and projects com- 
pound earnings per share 
growth over the next three 
years of 19 per cent per annum. 

BAA rallied 12 to 368p in 
advance of an analysts’ visit to 
tbe new terminal at Stansted 
airport today, and in anticipa- 
tion of tbe release of good 
interim profits in three weeks 
time. It was also helped by 
BZW changing its recommen- 
dation from hold to buy. 

The speculation that UK 
interest rates could be cut 
prompted rallies in the stores 
sector. Kingfisher added 10 at 
S87p, Dixons gained 7 to 147p 
and Storehouse rose 5 to 126p. 
In food manufacturing, Asda, 
an interest-rate sensitive stock, 
finned 4 to I24p. Seats gained 2 
to 86P as the day's turnover 
was swelled to 7-Sm by a <L3m 

OVg ri gfat tBX-1088 dpal. 

Hoare Govett placed 31m 
Clyde Petrcdeum shares with a 
range of mostly UK institu- 
tions. The seller was DSM, tbe 
Dutch chemicals company, 
which acquired the stake in 
August 1989 when it swe 
some oil reserves, worth 
145p a/ Clyde share, for the 
holding. Yesterday’s placing 
price was 170 %p, a 5 per cent 
discount to the mid-price at the 
♦ imp Afterwards Clyde slipped 
6 to 173p, Hoare said the plac- 
ing was “wen-oversubscribed". 

Further light was cast on 
Scottish Heritable Trust, 
which dropped nearly 40 per 
cent on Tuesday. The company 
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forecast an annual 
of £5^m, excluding prop- 
erty provisions, but said it had 
secured short-term support 
from its bankers. Scottish 
shares raflpH to recover, clos- 
ing 3% down at lOVip. 

News of heavier losses at the 
half-way stage pushed Future. 
Holdings down U further to 
60p. but swinh rebounded 8 to 
78p as the interim dividend 
was maintained in spite of a 
near 40 per cent fall in first- 
half profits. Prospects for the 
second half are be tt e r , said the 
company. 

Property de v el o pment and 
investment company Mar- 


irhmath Securities plunged UK 
to 28Kp after maiket sugges- 
tions Adelaide S teamship 
Company (Adsteam), the Aus- 
tralian conglomerate which 
ha« around a 50 per cent stake 
to the company, was experienc- 
ing liquidity problems. 11118 
followed the disclosure of 
inter-group loans within 
Adstemn, which were enough 
to push Adatpam shares to a 
seven-year low. 

Frogmore Estates also suf- 
fered, being 20 per cent-owned 
by Markheath. Frogmore’ s 
share price fell 14 to 255p. The 
weaker tone among the two 
part-owned companies was 


accentuated by a statement in 
Adsteam’s annual, report which 
promised a “substantial 
degearing” of the company. 
Market sources suggested that 
despite any evidence to suggest 
such, investors were afraid 
that the company may be 
thinking of selling its stake in 
the two UK companies. 

Water shares moved against 
the general trend and ended on 
a weaker note. The Water 
Package shed £18 to £2280. 

■ Other Market statistics. 
including the BT-Actuaries 
share index. Page 22 
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TIMES THURSDAY NOVEMBER 1 1990 


foreign exchanges 



INTEREST RATES were the 
focus of attention on the for- 
eign exchanges yesterday. Ster- 
ling lost ground on speculation 
that UK bank base rates will 
be cut again in the near future, 
while the OS Federal Reserve 
appeared to confirm an easing 
of its monetary stance by its 
action on the New York money 
market. 

The strength of the franc 
encouraged the Bank of France 
to reduce official interest rates, 
but Spanish rates were firmer 
as expectations of an easing by 
the Bank of Spain faded. In 
Frankfurt dealers suggested 
that the domestic situation in 
Germany points to a rise in the 
Bundesbank's Lombard rate, 
but that international events 
might prevent this. 

Sterling finished in London 
below its central rate in the 
European Monetary System of 
DM2.95 against the D-Mark. It 
fell to DM23450 from DM23575 
as pressure increased for a 
reduction in bank base rates. 
Cash rates on the London 
money market are discounting 
a cut of v, point while prices of 
short sterling futures on r.iffe 
are looking towards a full l per 
cent drop In rates before deliv- 
ery of the December contract. 

This follows the very gloomy 
survey of the UK economy by 
the Confederation of British 
Industry. The view of the CBI 


that Britain is already in reces- 
sion led to the downward pres- 
sure on Interest rates and a Ml 
in the value of the pound. 

Sterling also lost 40 points to 
¥ 1.9440 while falling to 
FFr93650 from FFr9.9000 and 
to SFr2.5000 from SFr2.5100, 
but improving to Y252.50 from 
Y25L50. The pound's index tell 
03 to 94.5. 

In New York the Fed added 
S2.5bn to the banking system, 
via customer repurchase agree- 
ments. when Federal funds 
were trading at ?£ per cent. 
This encouraged thoughts that 
the Fed has cut its target rate 
for Fed funds by V* point to 7 % 
per cent Date on US personal 
income and consumption had 
no impact on the market At 
the London close the dollar 
had fallen to DM1.5155 from 
DM1.5185; to SFrl.2865 from 
SFr 1.2890; and to FFr5.0750 
from FFr5.0S25, but had 
climbed to Y129.95 from 


Y129.10. It index declined to 
60.9 from 61.0. 


Within the EMS exchange 
rate mechanism the Danish 
krone was the weakest mem- 
ber. according to figures from 
the European Commission 
Sterling was 0-33 per cent 
above its central rate against 
the krone. The strongest ERM 
currency remained the Spanish 
peseta. 334 per cent above its 
central rate against the krone 
The peseta was supported by 
fading expectations that the 
Bank of Spain will cut interest 
rates in the near future. 


The French franc weakened 
on news that the Bank of 
France had cut its money mar- 
ket intervention rate, the main 
instrument of monetary policy, 
by Y« point to 9VJ per cent from 
the next tender due on Mon- 
day. The D-Mark rose to 
FFr33500 from FFr33473 at the 
Paris fixing. 
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WHOLESALE RATES FeU in 
London yesterday. Reaction to 
the warning of a recession 
from the Confederation of Brit- 
ish Industry was for the money 
market to look for an immedi- 
ate cut of 'A point in UK bank 
base rates. 

The Bank of England did not 
cut its intervention rates in the 
market, but did nothing to dis- 
courage thoughts of lower 
interest rates by taking out vir- 
tually the entire credit 


IIK dsartag bank bass leading rate 
14 par cent 
from October 8, 1990 


shortage during yesterday’s 
action. 

Three-month sterling 
interbank fell to 13&-13A per 
cent from 13V.-13Ji and 
12-month money declined to 
12 s /«-12Ys per cent from 

On Liffe short sterling 
futures rose sharply, to 
discount a reduction cf 1 per 
cent in base rates. December 
delivery opened slightly higher 
at 86.S8 and rose sharply to 
87-08 ahead of the mid-day 
intervention on the money 
market by the Bank of 
England. The contract 
remained firm, touching 87.12 
before closing at 87.09 against 
86.85 previously. 

Day-to-day credit was in very 
short supply on the money 


market The Bank of England 
initially forecast a shortage of 
£l,300m. At noon this was 
revised to £ 1.350m, and to 
£1 ,200m in the afternoon.. 

Total help of £l r 172m was 
provided. Before lunch the 
authorities bought £32m bills 
outright, by way of £6m bank 
bills in band 1 at 13Va per cent 
and £26m h ank bills in band 2 
at 13% per cent. In the 
afternoon another £645m hills 
were purchased, via £220m 
bank bills in band 1 at 13% per 
cent and £425m bank bills in 
band 2 at 13% per cent Late 
assistance of around £495m 
was also provided. 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £97lm, 
with exchequer transactions 
absorbing £150m, a rise in the 
note circulation £100m, and 
bank balances below target 
£75m. 

In Frankfurt call money fell 
to 7.95 from 8.00 per cent, 
despite a net drain of DM2.7bn 
from the money market at this 
week's securities repurchase 
agreement tender. The 
Bundesbank accepted bids of 
DM25bn at a two-tranche 
tender for 33-day and 63-day 
funds, at rates of 8.00-8.45 per 
cent, against two expiring 
facilities of DM27.7bn. German 
banks are closed today for a 
religious holiday, and the 
funds will be credited to 
accounts tomorrow. 


Tht flxlng rats m thr tetlviMic twais raanM to the ream ooMl xt (orJi. of ih( tod and offered rate fv S10n 
d to the BBftebrrnrerefarMBetanloat 11 00 a.m. east wcrtliw <iz/ TT* tarts are HoOosal Wesuntasur 
Bant of Tofcjo, Douche Bank. Basque National de Paris and Morgan Guanot? Trust. 
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LONDON MONEY RATES 
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Treasury Bills (sell), one-month 13JT ner cent, three ntornhs 13/, per cent; six months 12% , 
cent. Bank Bins Uell>' orvj-moruri 13% per cenu three months 13/, per cent,' Treasury ft. 
Average tender rate of discount 13-1273 p.t. ECGD Fixed fine Sterln 


I A per cent. Treasury Bills. 

rn Export Finance. Makeup 

day October 31 . 1990 . Agreed rates for period Nor 26,1990 to Dec 25 . 1990. Scheme 1: 15.08 
pt.. SehetwS U & Uf. 15.32 pc. Reference rate for period Sept 29.1990 ig 0st 31 , 1990. 


Scheme IV&V: 14.164 p.c Local Authority and Finance Houses seven days' notice, others seven 
fflk Deposit Rales for sums 


days' fixed. Finance Houses Base Rate 15 from November 1 1990 Bank _ 

at seven days notice 4 per cent. Certificate or Tax Deposit (Series 6) Deposit £100.000 and over 
held under one month 10 ij percent' one-three months 12 pw cent; diree-sl* months 12 per can. 


siir-nlN months 12 per cent; nine-mtve morttK 11 % percent.- Under £100,000 10% percent 
from Oct 8.1989 , Deposits "" J “ ' 


relthdranm for cash 5 per cent 
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SMALL 

BUT PERFECTLY INFORMED 


One of the largest collectors of 
whisky miniatures in the world is Mr 
Charles Grigor of New Elgin. He already 
has 1,000 to his name, aad is constantly 
adding to the list - particularly bottles 
from local distillers on Speyside, 

Hi ah land heartland, of malt whisky. 


With so many nips around, doesn't Mr 
Grigor ever feel tempted to open a bottle? 
Only large ones, he says, and then ‘only 
i f the label sans The Macallan 7 
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ACROSS 

1 College date changed into 
low-cut dress (11} 

7 University water wheel (3) 

9 Support affected manner of 

walking (5) 

10 Writer with sex appeal and 
yen for power (9) 

11 Adjust hemisphere contain- 
ing China tea being blended 
O) 

12 Cheer tip: key account bas 
come back (5) 

13 Slumberwear is next to nec- 
tar (7) 

15 Influence of swing and rock 
and roQ (4) 

18 Boast about making cloth- 
ing (4) 

sis Reach resort containing 
divine cheese (7) 

23 States have first chance to 
reveal source of legendary 
soporific drug (5) 

24 Unambitious don't move as 
much (9) 

28 Advertising campaign for 
movement (9) 

27 Yard covers new ground (5) 

28 Interminable verse writer 
needs oxygen during gym 
session (3) 

29 Hundreds sick - it’s a lym- 
phatic tissue inflammation 


4 Issue put up estimated 
arrival time and name (7) 

5 Current leading Hair per- 
former f7) 

6 Consolidation or previous 
individual unit cost is clear 
(9) 

7 Cold place in Pern: lfl below 
at highest point (6) 

8 Could edge into violence 
and confusion (6) 

M Trains with no one left 
behind in carriage (9) 

16 Head off first div ision fol- 
lower (8) 

17 It’s very French to approve 
wrongful entry (8) 

19 No, it's sailor goin g over 
mainstay (7) 

20 Wine is key, relative said (7) 

21 Class members turned up by 
mistake (4-2) 

22 Tried hard to fit top of n»st 
into cooker (6) 

25 Follow tour leader over 
fence (5) 

Solution to Puzzle No.7^81 
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DOWN 

1 Record published con taining 
new price reduction (8> 

2 Coach bearing freight (Bj 

3 Language can put 
French in front (5) 
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AMERICA 


Weak crude oil price and 
firm bonds support Dow 


WalS Street 


EQUITIES held their ground at 
midsession yesterday, sup- 
ported by weaker crude oil 
prices and a firm bond market, 
but were oft early morning 
highs, writes Out Markets 
Staff. 

At 1.30 pm. the Dow Jones 
Industrial Average was 2.48 
lower at 2,445.54, after peaking 
at 2,465.59 on short-covering 
following the news that the 
Iraqi ambassador to the US had 
called for a negotiated settle- 
ment to the Gulf crisis. The 
ambassador also said that Iraq 
wanted to avoid bloodshed in 
the area. 

Gains outpaced losses by 
about seven to five but volume 
at 92.7m was relatively sub- 
dued. On Tuesday, the Dow 
had closed 17.82 higher at 
2,448.02 in volume of 153.4m 
shares. 

On a more cautionary note, 
the Federal Reserve's Tan 
Book said that, since August, 
economic growth had slowed 
in most districts and declined 
in others, and that business 
confidence was waning. Retail 
sales, including new car sales, 
were sluggish or down in most 
of the country, and demand for 
commercial and industrial 
loans was weak across the 


nation, it added. 

General Motors lost $% to 
$36% in active trading after 
reporting a net loss of $3.07bn 
in the third quarter after a 
profit of S517m in the year-ago 
period. The 1990 net loss 
reflected a special charge of 
$2.lbn after tax, related to 
plant closures and other 
restructuring costs. 

Eastman Kodak added $1% 
to $39% after analysts at Smith 
Barney and Shearson l iftman 
Brothers issued positive com- 
ments on the company after it 
reported third quarter results 
at the high end of expectations. 

Schering-Plough, the phar- 
maceutical company, fell $1% 
to $44% after the news that a 
group of trial lawyers was 
warning the public about possi- 
ble health risks to patients tak- 
ing the company's asthma 
treatment. 

The food sector was weak, as 
stiffer competition among 
retailers and a growing own- 
label breakfast food market 
raised fears that brand-label 
manufacturers would have dif- 
ficulty in passing on higher 
cereal costs to the consumer, 
resulting in downward pres- 
sure on profit margins. General 
Mills feD $2% to $83% and Kel- 
logg's lost 23.% to $88%. 

Tyco Laboratories dropped a 
sharp $4% to $39% on bearish 


comments by Merrill Lynch. 

Xbma Corp fell %% to $17%. 
A Kidder Peabody analyst low- 
ered his rating to “sell” from 
“weak hold" based on the 
results of the company's recent 
clinical tests of its treatment 
for rheumatoid arthritis. 

Among the most active 
stocks. Alcan Aluminium MI 
$% to $18%. Southern was 
unchanged at $26, Unisys was 
steady at $2% and Philip Mor- 
ris was up $% at $47. 

Canada 

CONCERN OVER third quarter 
earnings kept Toronto stocks 
flat in listless trade by midses- 
sion yesterday. 

The composite index fell 0.1 
to 3,083.8 on volume of 10.5m 
shares. Declines led advances 
by 193 to 169. Northern Tele- 
com gained C$% to C$30% in 
moderate volume after jump- 
ing C$% on Tuesday. 

The Ontario Securities Com- 
mission said yesterday that it 
had distributed documents pro- 
posing a transaction fee for 
trading on the Toronto Stock 
Exchange and a rise in filing 
charges for public companies. 
Stockbrokers said the transac- 
tion fee could encourage trad- 
ers to conduct business in 
Montreal, New York or other 
competing exchanges. 


Dublin demonstrates its volatility again 

Some of Ireland’s leading companies have led the retreat, writes Kieran Cooke 

A 


CCORDING to the new 
FT-SE Eurotrack 100 
. index, Dublin is one of 
the smallest stock markets in 
Europe, with a weighting of 
only 1.1 per cent But in spite 
of its size there is plenty of 
excitement: Dublin, which Is 
an integral part of the Interna- 
tional Stock Exchange in Lon- 
don, has often been among the 
world’s more volatile markets. 

After the October 1987 stock 
market crash, Irish shares fell 
by 44 per cent, compared with 
33 per cent in the UK and 25 
per cent in the US. Yet Dublin 
bounced back with more gusto 
than elsewhere, putting on 
gains of 40 per cent in 1988 and 
28 per cent last year. 

This year has not been good, 
with the minuses thick on the 
stock market page. Ireland is 
down more than 23 per cent on 
the year, a drop exceeded only 
by a few countries, including 
Japan. 

The most spectacular indi- 
vidual slump has been in 
Xtravision, the Dublin-based 
video rental operation brought 
to the market amid consider- 
able publicity 18 months ago. 
The original Xtravision placing 


■ original 
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All 
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Japanese investors keep 

close to 25,000 


Tokyo 


MORNING gains were erased 
by a late round of selling in 
Tokyo yesterday as partici- 
pants took short-term profits. 
Dealers and individual inves- 
tors dipped into the market, 
but overall trading was very 
thin, writes Martina Garmon in 
Tokyo. 

On continuing low volume of 
425m shares, against 400m on 
Tuesday, the Nikkei closed at 
25.194.10, down a net 48.30, 
against a high for the day of 
25.44-L92 and a low of 25,144.71. 
Market participants appeared 
determined to keep the indica- 
tor at about 25,000, brokers 
said. 

The Topix index of all first 
section stocks slipped 9.12 to 
1.856.12 and the second section 
also retreated. In London the 
ISE/Nikkei 50 index shed 4.69 
to L385.37. 

Declines in Tokyo outpaced 
gains by 508 to 457. with 137 
issues unchanged. 

The market was initially 
dominated by bargain bunting, 
with interest focused on indi- 
vidual stocks backed by attrac- 
tions such as good first-half 
results. In early trading non- 
ferrous metal and machinery 
issues were popular. Sumitomo 
Metal Mining advanced Y50 to 
Y 1,300 and Kitagawa Iron 
Works, one of the day’s most 
active shares, rose Y50 to 
Y1.060. 

Other morning risers 
included some chemicals and 
heavy industrials, although 
most of their gains were later 
eroded. Takeda Chemical 
closed Y3Q off on balance at 
Y1.770 and Kanegafuchi Chemi- 
cal lost Y15 to Y800. 

Most sectors were weak, 
including motors, steels, con- 
structions and electricals. Drug 
makers, which have advanced 
in recent trading days, posted 
large losses, with Dai Ichi 
Pharmaceutical receding Y30 
to Yl.050 and Yamanouchi fall- 
ing Y4Q to Y2.940. 

F inancials were also lower. 


Industrial Bank of Japan fell 
Y80 to Y2,880 and Nomura 
Securities lost Y50 to Yl.720. 

In the second section, SNT, a 
manufacturer of precision 
forged machine parts which is 
affiliated to Nissan, was one of 
the most active issues, but 
ended unchanged at Y1.800 
after profit-taking. SNT. which 
also makes scaffolding and 
other construction materials, 
attracted interest when it 
raised Its 1990 profit estimate. 

Zexel, a maker of fuel injec- 
tion pumps for diesel engines, 
also succumbed to profit-tak- 
ing. It drew demand in early 
trading on news that the com- 
pany would market a pump in 
1993 to meet exhaust fume reg- 
ulations scheduled for 1994. In 
the late round of selling, how- 
ever. Zexel fell Y40 to Y830. 

In Osaka, textiles held firm, 
real estates and financials 
retreated and most other sec- 
tors were mixed. The OSE 
average fell 208-72 to 29.183.29 
amid reduced turnover of 
33.5m shares, down from 35.7m. 

Roundup 

GLOOM HUNG over most 
regional markets yesterday, 
with only Manila finding any 
reason to rise. Taiwan was 
closed for a holiday. 

SEOUL lost 3 per cent in its 
fifth fall in a row. depressed by 
the continuing Gulf dispute 
and domestic political worries. 
The composite index fell below 
the 700 level, shedding 21.33 to 
690.16 in moderate trading. 
Turnover came to Won253.6bn, 
down from Won323.6bn. 

A Baring Securities report 
showed that margin loans were 
rising again, with outstanding 
volume of Wonl-16 trillion on 
October 27, compared with 
Wonl.03 trillion two weeks ear- 
lier. Securities companies were 
forced to clear about a quarter 
of a targeted Won400bn worth 
of unpaid accounts and unset- 
tled margin loan accounts ear- 
lier this month. 

BANGKOK fell sharply on 
reports that President Saddam 


Hussein of Iraq had ordered his 
generals to prepare for a US-led 
attack. The SET index lost 
24. 42, or 3.6 per cent, to 649.43. 

NEW ZEALAND dropped 2 J2 
per cent as investors steered 
clear of the market on corpo- 
rate and economic fears. The 
Barclays index weakened 29.71 
to 1,330.31, its lowest level 
since November 1984. Turnover 
amounted to NZ$7 .2m, up from 
Tuesday's NZ$5 -9m. 

MANILA rebounded 22 per 
cent on rumours of a cabinet 
reshuffle and an oil discovery, 
with the composite index gain- 
ing 13.20 to 609.85. Turnover 
shrank to 76m pesos from 
Tuesday’s heavy LOlbn pesos, 
which had been boosted by a 
block sale. 

Gulf fears weighed on a 
number of markets. HONG 
KONG weakened as turnover 
declined from HKJSBOm to 
HK$720m. The Hang Seng 
index fell 20.69 to 2,990.96. 
SINGAPORE’S Straits Times 
Industrial Index lost 10.88 to 
1,153.95 in light turnover of 
S$53m, down from S$64m, and 
KUALA LUMPUR'S composite 
index shed 6.19 to 49L71. 

Newly quoted issues 
included Kay Rian James 
Capel in Singapore, which saw 
its domestic shares close at 66 
cents and its foreign shares at 
67.5 cents, against an offer 
price of 75 cents; and Parkmay 
Bhd in Kuala Lumpur, which 
rose to M$4.18 from its offer 
price of M $3.80. 

AUSTRALIA finished above 
its lows on foreign buying, 
encouraged by the weaker 
local dollar and short-covering. 
The All Ordinaries index ended 
1.9 down at 1,327.2 in trading 
worth A$183m, up from 
A$142m. Ads team lost another 
7 cents to AS1.28 and News 
Corp shed 16 cents to AS5.06. 

BOMBAY re-opened after 
two days’ closure, and gained 
ground in cautious light trad- 
ing in spite of the crisis faced 
by Prime Minister VP Singh's 
government. The BSE index 
rose 25.75 from Friday's close 
to 123521. 


SEVERAL bourses will be 
closed today for the All Saints 
holiday, and their activity yes- 
terday tended to reflect this, 
writes Our Markets Staff. 

PARIS was enlivened by 
trading before the expiry of the 
index options contract, which 
lifted turnover from FFrlSbn 
to about FFr2bn and boosted 
several of the stocks included 
in the CAC 40 index. Turnover 
is expected to be very light 
tomorrow after today's holiday. 
The CAC 40 gained 31.98 or 2 
per cent to 1,649.48. 

A cut in interest rates also 
attracted buying. The Bank of 
France reduced the interven- 
tion rate from 9-5 per cent to 
9-25 per cent This lifted stocks 
such as Cetelem. Compagnie 
Ban caire's credit card subsid- 
iary, which gained FFr35 or 8.9 
per cent to FFr430; and Sovac, 
the banking company, up 
FFr25 or 5 per cent at FFr525. 

Eurotunnel had another 
fairly volatile session, on the 
day after the two ends of the 
Channel tunnel were joined. 
Profit-taking l eft the stock 35 
centimes down at FFr48£0 at 
the close, after a high of 
FFr4920 and a low of FFntaiQ. 
The FFr50 level was provin g a 
barrier in the run-up to the 
rights issue, details of which 
are due to be announced soon, 
said an analyst. 

There seemed to be a change 
taking place in the evaluation 
of the stock, she added, as the 
project was being regarded as 
slightly less of a risk, now that 
three quarters of the construc- 
tion bad been completed. 

CGE rose FFr7 to FFr575 
after the previous day’s news 
that it was selling a 7 per cent 
stake in Framatome, the 
nuclear plant supplier, to the 
state for FFr7 00m, reducing 
CGE's holding to 44 per cent. 
CGE also said that it had 
suspended talks to buy Nile, 
the Swedish battery maker. 

AMSTERDAM was pleas- 
antly surprised by the chemi- 
cal company DSM’s better- 
than-expected third quarter 
results. The CBS Tendency 


SOUTH AFRICA 

GOLD SHARKS gained further 
ground in thin trading, as bul- 
lion prices went above $380. 
The all-gold index rose 33 to 
1,429, the industrial index put 
on 7 to 2,710 and the all-share 
index rose 23 to Z4J67. Vaal 
Reefs added R5.75 to R260. 
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NATIONAL AND 
REGIONAL MARKETS 

Figures In parentheses 
show number of lines 
of stock 
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MONDAY OCTOBER 29 1990 


DOLLAR MOEX 


Australia (77). 

Austria (10) 200.77 

Belgium (61) .. 137.21 

Canada (120) - 123.16 

Denmark (33) 255.11 

Finland (25) 101.08 

France (122) 137.68 

Germany (91) - 114.20 

Hong Kong (48) 122.83 

Ireland (17) 158 52 

Italy (91) .. 85.47 

Japan (454) 137.43 

Malaysia (35) 205-26 

Mexico (13) 550.53 

Nettie Hand (41). — 

New Zealand (16) 51.20 

Norway (27) 236.39 

Singapore (251 164.52 

South Africa (60) 162.88 

Spain (42) 

Sweden (27) 172.55 

Switzerland (SB). — 90-10 

United Kingdom (299). — 
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was at It 48p. The shares 
reached just over I£1 at one 
stage, then there were two 
rights issues, one at 80p, the 
next at 40p. 

By the end of last week the 
shares stood at lr 8p - a drop 
of 9L4 per cent since the start 
of the year. Xtravision expan- 
ded too fast and apparently 
overvalued its video stocks. 
The company is now restruct- 
uring in an attempt to stay 
afloat. 

Meanwhile, the mainstays of 
the Dublin exchange have not 
been doing particularly well. 
Dublin is a narrow market 
with the top 10 companies 
accounting for about 80 per 
cent of market capitalisation. 
The two main hanks, Allied 
Irish Banks (AIB) and Rank of 
Ireland, have both experienced 
steep share price declines. 

Operations overseas, mainly 
in the UK and the US, have 
been hit by recessionary fears 
and by particular difficulties in 
the property sector. AIB has 
dropped by 30 per cent this 
year, while Rank of Ireland — 
saddled with a number of large 
bad debts - has retreated 
nearly 40 per cent 


While both banks can expect 
continued good profits from 
their home-based operations, 
there is concern about a slow- 
down in overall growth of the 
Irish economy. Both banks are 

FT-A World Indices m local 
currencies (rebased) 
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also exposed to expected falls 
in farm incomes. 

Companies associated with 
Mr Tony O’Reilly, the Irish- 
born head of the Heinz food 
conglomerate, have also been 
going through difficult times. 
Independent Newspapers, Fitz- 


wilton, and Waterford Wedg- 
wood, all O’Reilly connected 
companies, are each down by 
more than 40 per cent. Earlier 
this month. Waterford 
announced interim overall net 
losses of more than l£22m, and 
Dublin brokers caution that 
shareholders are in for a long 
haul. 

Not so long ago the Irish 
food, sector had the brokers 
blessings. But these are tough 
days, with Irish farming facing 
cuts in European Community 
subsidies and increasing com- 
petition for agricultural pro- 
duce elsewhere in Europe. 

The Irish food sector has not 
been helped by the events sur- 
rounding Goodman Interna- 
tional, one of Ireland's biggest 
companies and Europe's lead- 
ing beef processor and 
exporter. Goodman, a private 
company, is now under court 
protection after revealing debts 
of I£470m. Food Industries, the 
publicly quoted vehicle for 
many of Mr Goodman’s non- 
meat interests, was not long 
ago set to take ou the Euro- 
pean agribusiness sector. It is 
now being sold off and its 
shares are currently nearly 60 


per cent down on the year. 

Another factor which con- 
cerns the market is the 
removal of some key players: 
Irish Distillers, now part of the 
French Pernod group, has gone 
from the exchange. -It seems 
likely that P-T. Carroll, the cig- 
arette company for -which 
Rothmans has announced u 
bid, will soon also make' ifa 
exit . 


h: 


' owever. there aretome 
rays of hope amid tbs 

. gloom. Considerable- 

activity will be generated once 
government plans, to privatise 
the Irish Sugar group and the' 
Irish Life insurance company 
hit the floor of the stock 
e xchang e — which, uoKhn fts 
London parent, still operates 
on open outcry. 

There is also a feeling among 
some brokers that, after the 
heady performances of both 
1988 and 1969, Dublin stocks 
are now far more realistically 
priced, with some good bar- 
gains on offer — although the 
Irish economy's reaction to 
developments in the UK is 
going to be crucial to perfor- 
mance. 


holiday affects bourse activity 


index ended 0.2 up at 96.9, but 
below a 97.2 high at midday. 

DSM closed FI 2JK> better at 
FI 84.20 — although off the 
day's high of FI 84.70 as traders 
covered short positions - after 
reporting a decline of 19.4 per 
cent in third quarter net to 
FI 188m. The market had been 
expecting a fall of at least 30 
per cent 

Mr Jeremy Goodman at 
Carnegie International said 
investors were comforted by 
the fact that the dividend was 
not threatened. However, there 
had been little natural buying 
of DSM, he added, as the mar- 
ket felt that worse was yet to 
come in the fourth quarter and 
next year. Meanwhile, DSM 
said that it had sold its 9.7 per 
cent stake in Clyde Petroleum, 
the UK oil independent 

Fokker, the aircraft manu- 
facturer, eased FI 1.30 to 
FI 35.70 on a report that the 
lower dollar was starting to 
squeeze its margins. 

Akzo, the ehemireii company, 
fell 50 cents to FI 73.40 and 


KLM, the national airlin e, shed 
10 cents to FI 20.10. Akzo is due 
to publish its third quarter 
results today, and KLM its fis- 
cal second quarter figures. 

Hunter Douglas rose 50 cents 
to fl 62 after saying it was con- 
fident it could maintain 
healthy profits growth in spite 
of signs of a hiccup in 1990. 

FRANKFURT remained 
mired in indecision, about the 
level of prices and the attrac- 
tions of equity with shares at 
their present level. After a 2.04 
decline to 622.09 in the FAZ 
index at midsession, the DAX 
closed a token 2.68 higher at 
1,43352. 

Volume was DM3-8bn, the 
same level as on Tuesday. 
Banking shares showed some 
movement after overnight 
speculation on earnings pros- 
pects, the latter stemming 
from earlier discussion about 
what the stock market slump 
would do to Deutsche Bank’s 
results this year. 

However, the movements 
were inconclusive, if not Illogi- 


cal. As Deutsche eased slightly 
again to DM601. down DM4450 
over the past six working days, 
Dresdner Bank rose DM450 to 
DM379.80 to the amusement of 
UBS Phillips & Drew; the bro- 
kers said that Dresdner is more 
heavily involved in securities 
trading than Deutsche, and 
their forecasts take in a fall of 
5 per cent in Dresdner’s earn- 
ings per share this year. 

Events in the auto sector 
also had an indeterminate 
effect. Volkswagen moved 
DM2.50 higher to DM366 after a 
series of falls as analysts down- 
graded their earnings fore- 
casts. Brokers James Capel rec- 
ommended the stock 
yesterday. However, Daimler 
also rose, by DM5 to DM588. 

MILAN saw little activity as 
brokers packed up early before 
today’s holiday. Tomorrow is 
expended to be equally quiet as 
many people are expected to 
have a long weekend. The 
Comit index faff 3.16 to 56054. 

Montedison and Enimont 
continued to recover from 


recent losses triggered by the 
latest twist in the battle for 
control of the chemical joint 
venture. Montedison rose L14 
to LI ,224 and Enimont arirfpd 

L2Q to LI ,240. 

ZURICH saw Union Bank fall 
SFr60 to SFr2,700. Switzer- 
land’s largest bank reiterated 
that it expects lower profits in 
1990 and that it might consider 
cutting its dividend, brokers 
said. The credit Suisse 
eased 0,5 to 487.1. 

STOCKHOLM fell to its low- 
est level since 1988 In thin vol- 
ume. The Afiarsvarlden Gen- 
eral index dropped 55 to 900.4 
in low turnover of SKr205m_ 

HELSINXI rose for the fifth 
day in succession. The Unites 
all-share index gained 15 pa 
cent or 65 to 4135 in turnover 
of FM37.1m. 

VIENNA declined before 
today’s holiday, with the 
bourse index dropping '952 to 
511.08, while ISTANBUL’S 
index lost another 177.14 or 3.T , 
per cent to 4,570.44 as turnover 
fell to TL595bn from TL785bn. 
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At UBE, our scope is our strength 


You can find UBE Industries' products at 
practically every level orhuman activity. 
Because at UBE, we have always had 
high aims. Right from our coal-mining 
start in 1897. Striving to “create 
unlimited corporate resources from 
limited coal resources". And without 
wishing to appear immodest, we would 
like to think that we have succeeded in 
such diverse sectors of industry as 
chemicals, cement, machinery, plant 
engineering and of course coaL Tbday 
UBE is active In such high technology 
fields as electronic materials, engineer- 
ing ceramics, separation membranes, 
medicines, materials for micro surgery. 



The Woritfs Largest Commercial 
Coat Gasification Plan 


petro and agrochemicals. In fact, UBE 
has become an advanced technologies 
conglomerate. With stockholders' equity 
or 41.686 million yen* (USS 264 million 
an annual nelwilcs or 426,190 million yen 
(USS 2,697 million) and a workforce of 
7,200, Uie company is In fine corporate 
shape. Beady to meet the challenges of 
the 21st Century. Check it out next lime 
you are on a space ship. Chances arc, 
some or Uie advanced materials, such as 
super heat-resistant ceramics fibres 
(TYTUNNO") cladding will come from 

to E- 

• Figures Tor fiscal year 1989 
" 158 Yen - USS 1 


UBE, the technological force for the future. 
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